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84th  CONGRESS 
1st  Session 


S.  1286 


IN  THE  SENATE  OF  THE  UNITED  STATES 

March  2,  1955 

Mr.  Ellender  (by  request)  introduced  tlie  following  bill;  which  was  read  twice 
and  referred  to  the  Committee  on  Agriculture  and  Forestry 


A  BILL 

To  provide  for  retirement  of  the  Government  capital  in  certain 
institutions  operating  under  the  supervision  of  the  Farm 
Credit  Administration;  to  increase  borrower  participation 
in  the  management  and  control  of  the  Federal  Farm  Credit 
System;  and  for  other  purposes. 

1  Be  it  enacted  by  the  Senate  and  House  of  Representa- 

2  tives  of  the  United  States  of  America  in  Congress  assembled, 

3  That  this  Act  may  be  cited  as  the  “Farm  Credit  Act  of 

4  1955”. 

5  TITLE  I— BANKS  FOB  COOPEBATIVES 

G  Sec.  101.  Section  42  of  the  Farm  Credit  Act  of  1933, 

7  as  amended,  is  amended  to  read  as  follows: 
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“Sec.  42.  (a)  Classes  of  Stock;  Ownership; 
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Voting  Rights;  Dividends;  and  Retirement  of 
Stock. — Except  as  provided  in  section  111  of  the  Earm 
Credit  Act  of  1955,  each  regional  hank  for  cooperatives  shall 
have  the  following  classes  of  stock,  all  of  which  shall  have  a 
par  value  of  $100  per  share : 

“(1)  Class  A  stock  shall  be  issued  to  and  held  by  the 
Governor  of  the  Earm  Credit  Administration  on  behalf  of 
the  United  States,  and  stock  of  such  banks  held  by  the 
Governor  on  the  effective  date  of  title  I  of  the  Earm  Credit 
Act  of  1955  shall  he  exchanged,  share  for  share,  for  class 
A  stock  of  the  respective  banks.  Class  A  stock  shall  he  non¬ 
voting  and  no  dividends  shall  he  paid  thereon.  At  the  end 
of  each  fiscal  year,  each  of  such  hanks,  subject  to  the  pro¬ 
visions  of  sections  33  and  40,  shall  determine  the  amount 
of  class  A  stock  that  shall  be  retired  at  par  by  that  bank. 
The  minimum  amount  of  class  A  stock  that  shall  be  retired 
shall  be  the  equivalent  in  dollar  value  of  the  amount  of 
class  C  stock  issued  for  that  year,  except  that  class  C  stock 
issued  by  a  regional  bank  on  account  of  class  C  stock  issued 
to  it  by  the  central  bank,  class  C  stock  issued  by  a  regional 
bank  in  exchange  for  class  B  stock  the  proceeds  of  which 
were  used  to  retire  an  equivalent  amount  of  class  A  stock, 
and  class  O  stock  issued  by  a  regional  bank  in  exchange 
for  capital  stock  of  the  bank  outstanding  on  the  effective 
date  of  title  I  of  the  Earm  Credit  Act  of  1955,  shall  not 
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be  included  in  such  bank’s  calculation.  Any  amount  of 
class  A  stock  retired  in  excess  of  such  minimum  amount  in 
one  year  may  be  used  to  reduce  to  that  extent  tbe  amount 
of  such  stock  required  to  be  retired  in  any  subsequent  year. 
Funds  from  the  retirement  of  class  A  stock  shall  be  paid 
into  the  revolving  fund  authorized  by  the  Agricultural  Mar¬ 
keting  Act,  as  amended,  and  shall  continue  to  be  available 
for  the  purchase  of  class  A  stock  in  the  banks  in  accordance 
with  sections  33  and  40. 

“  (2)  Class  B  stock  may  be  issued  in  series  and  amounts 
approved  by  the  Farm  Credit  Administration,  and  may  be 
sold  or  transferred  to  any  person  subject  to  the  approval 
of  the  issuing  bank.  Such  stock  shall  be  issued  only  at  par 
and  shall  be  nonvoting.  Any  bank  may  pay  dividends  of 
not  to  exceed  4  per  centum  per  annum  on  class  B  stock 
if  declared  by  the  board  of  directors  and  approved  by  the 
Farm  Credit  Administration  and  if  the  surplus  account  of 
the  bank,  after  payment  of  such  dividends,  will  not  be  less 
than  25  per  centum  of  the  sum  of  all  its  outstanding  capital 
stock.  Dividends  on  class  B  stock  shall  not  be  cumulative, 
but  no  bank  shall  distribute  in  any  year  any  of  its  net 
savings  as  patronage  refunds  as  provided  in  section  36  (a) 
unless  for  that  year  a  dividend  of  at  least  2  per  centum 
is  declared  and  paid  upon  outstanding  class  B  stock  of  the 
bank.  Each  series  of  class  B  stock  shall  be  issued  only 
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with  the  approval  of  the  Farm  Credit  Administration  and 
shall  carry  on  the  face  of  each  certificate  a  statement  of 
the  maximum  dividend  which  may  be  declared  and  paid 
thereon  and  of  the  minimum  dividend  which  shall  be  de¬ 
clared  and  paid  thereon  before  the  bank  may  distribute 
any  of  its  net  savings  as  patronage  refunds :  Provided, 
That  such  maximum  and  minimum  dividends  may  be  the 
same  amount.  After  all  class  A  stock  has  been  retired, 
class  B  stock  may  he  called  for  retirement  at  par  with  the 
approval  of  the  Farm  Credit  Administration  and  shall  he 
called  in  such  manner  that  the  oldest  outstanding  stock  at 
any  given  time  will  he  retired  first.  Any  holder  of  class 
B  stock  whose  stock  has  been  called  for  retirement  may 
elect,  with  the  approval  of  the  issuing  bank,  to  leave  his 
stock  in  the  bank  subject  to  its  being  included  in  the  next 
call  for  retirement. 

“(3)  Class  C  stock,  except  as  approved  by  the  Farm 
Credit  Administration  and  consented  to  by  the  issuing  bank, 
may  be  issued  only  to  banks  for  cooperatives  and  fanners’ 
cooperative  associations  as  defined  in  section  15  (a)  of  the 
Agricultural  Marketing  Act,  as  amended.  Such  stock  may 
be  issued  in  fractional  shares,  shall  be  issued  at  its  fair  book 
value  not  exceeding  par,  as  determined  by  the  bank,  and  no 
dividends  shall  be  paid  on  it.  Each  holder  of  one  or  more 
shares  of  class  C  stock  which  is  eligible  to  borrow  from  a 
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bank  for  cooperatives  shall  be  entitled  to  one  vote  only: 
Provided,  That  any  such  holder  which  within  the  period  of 
two  years  next  preceding  a  date,  fixed  by  the  Farm  Credit 
Administration,  prior  to  commencement  of  the  voting  has  not 
been  a  borrower  from  a  bank  of  which  it  holds  class  C  stock 
shall  nol  be  entitled  to  vote.  From  time  to  time  each  bank 
for  cooperatives  shall  obtain  information  concerning  its  class 
C  stockholders  to  determine  whether  they  continue  to  be 
eligible  to  borrow  from  the  bank  and  to  vote.  Any  class  C 
stockholder  found  by  the  bank  to  be  ineligible  to  borrow 
shall  not  be  entitled  to  vote  until  its  eligibility  is  reestab¬ 
lished  to  the  satisfaction  of  the  bank.  Whenever  in  section 
5  of  the  Farm  Credit  Act  of  1937,  as  amended,  and  section  4 
(a)  of  the  Farm  Credit  Act  of  1953,  provision  is  made  for  a 
nomination  or  election  by  cooperatives  which  are  stock¬ 
holders  or  subscribers  to  the  guaranty  fund  of  any  bank  for 
cooperatives  the  term  ‘cooperatives  which  are  stockholders 
or  subscribers  to  the  guaranty  fund’  or  the  equivalent  of  that 
term,  shall  mean  such  cooperatives  which  are  eligible  to  vote. 
Each  borrower  from  a  bank  for  cooperatives  shall  be  required 
to  own  at  the  time  the  loan  is  made  at  least  one  share  of 
class  C  stock.  The  purchase  price  of  such  stock  may  he 
retained  out  of  the  loan.  In  addition,  each  borrower  as 
defined  by  the  Farm  Credit  Administration  for  purposes  of 
this  sentence,  shall  be  required  to  invest  quarterly  in  class 
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0  stock  an  amount  equal  to  not  less  than  10  nor  more  than 
25  per  centum,  as  prescribed  by  the  board  of  directors  of 
the  bank  with  the  approval  of  the  Farm  Credit  Administra¬ 
tion,  of  the  amount  of  interest  payable  by  it  to  the  bank 
during  the  calendar  quarter.  Payments  for  such  stock  shall 
be  made  quarterly  or  when  the  regular  interest  payments 
of  the  borrower  are  payable,  but  the  stock  shall  be  issued 
to  the  borrower  as  of  the  end  of  each  fiscal  year  in  the  amount 
of  the  payments  for  stock  made  by  it  during  the  year.  Each 
regional  bank  shall  purchase  at  least  one  share  of  class  C 
stock  of  the  central  bank.  In  addition,  the  regional  bank 
shall  be  required  to  invest  quarterly  in  class  C  stock  of  the 
central  bank  an  amount  equal  to  not  less  than  10  nor  more 
than  25  per  centum,  as  prescribed  by  the  board  of  directors 
of  the  central  bank  with  the  approval  of  the  Farm  Credit 
Administration,  of  the  amount  of  interest  payable  by  the 
regional  bank  to  the  central  bank  during  the  calendar  quarter 
by  reason  of  any  interest  purchased  by  the  central  bank  in 
a  loan  made  by  the  regional  bank.  Payments  for  such  stock 
shall  be  made  to  the  central  bank  and  the  stock  shall  be 
issued  to  the  regional  bank  in  the  same  manner,  insofar  as 
practicable,  as  is  provided  in  this  section  for  payments  for 
and  issuance  of  stock  on  account  of  loans  by  the  regional 
bank  in  which  the  central  bank  does  not  purchase  any 
interest.  Subject  to  rules  prescribed  by  the  board  of  directors 
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of  tlie  lending  bank  with  the  approval  of  the  Farm  Credit 
Administration,  a  borrower  may  convert  class  B  stock  into 
class  C  stock  for  the  purpose  of  making  the  investment  in 
class  C  stock  required  by  this  paragraph.  After  retirement 
of  all  class  A  stock  class  C  stock  also  may  be  retired  at  par 
by  calling  the  oldest  outstanding  class  C  stock  but  class  C 
stock  that  was  issued  for  a  fiscal  year  period  shall  not  be 
called  for  retirement  until  all  class  B  stock  that  was  issued 
during  or  prior  to  that  fiscal  year  has  been  called  for 
retirement. 

“(b)  Guaranty  Fund  Subscriptions  in  Lieu  of 
Stock. — If  a  cooperative  association  is  not  authorized  under 
the  laws  of  the  State  in  which  it  is  organized  to  take  stock 
in  the  bank,  the  bank  shall,  in  lieu  thereof,  require  the  asso¬ 
ciation  to  pay  into  or  have  on  deposit  in  a  guaranty  fund  of 
the  bank,  or  the  bank  may  retain  out  of  the  amount  of  the 
loan  and  credit  to  the  guaranty  fund,  a  sum  equal  to  the 
amount  of  class  0  stock  which  the  association  would  other¬ 
wise  be  required  by  subsection  (a)  (3)  of  this  section  to 
own  at  the  time  the  loan  is  made  and  to  purchase  thereafter. 
Any  such  association  may  make  additional  payments  into 
the  guaranty  fund  from  time  to  time  in  lieu  of  the  purchase 
of  class  B  stock,  and  shall  receive  credits  to  such  fund  in 
lieu  of  patronage  refunds  payable  in  class  0  stock.  Each 
reference  in  this  Act  to  capital  stock  or  class  B  or  class  0 
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stock  shall  include  also  the  guaranty  fund  equivalents  of 
such  stock,  and,  to  the  extent  permitted  under  the  laws  of 
a  State  in  which  a  cooperative  association  is  organized,  a 
holder  of  guaranty  fund  equivalents  of  either  class  B  or  class 
C  stock  shall  have  the  same  rights  and  status  as  a  holder  of 
class  B  or  class  C  stock,  respectively.  The  rights  and  obliga¬ 
tions  of  the  bank  as  respects  such  guaranty  fund  equivalents 
shall  be  identical  to  its  rights  and  obligations  as  respects  class 
B  or  class  G  stock,  respectively. 

“(c)  Lien  on  Stock. — Except  as  hereinafter  provided 
in  the  case  of  an  association  which  is  a  direct  borrower  from 
the  central  bank,  each  bank  for  cooperatives  shall  have  a  first 
lien  on  all  stock  in  the  bank  owned  by  each  cooperative  as¬ 
sociation  as  additional  collateral  for  any  indebtedness  of  such 
association  to  the  bank.  In  the  case  of  an  association  which 
is  a  direct  borrower  from  the  central  bank,  the  central  bank 
shall  have  a  first  lien  on  any  amount  of  class  0  stock  which 
the  borrowing  association  owns  in  nny  regional  bank  on  ac¬ 
count  of  direct  loans  of  such  association  from  the  central 
bank ;  and  the  regional  bank  shall  have  a  lien  on  such  stock 
junior  only  to  the  lien  of  the  central  bank.  In  any  case 
where  the  debt  of  a  borrower  is  in  default,  the  bank  may,  in 
accordance  with  regulations  of  the  Farm  Credit  Administra¬ 
tion,  retire  and  cancel  all  or  a  part  of  the  stock  of  the  de¬ 
faulting  borrower  at  the  fair  book  value  thereof,  not  exceed- 
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ing  par,  in  total  or  partial  liquidation  of  the  debt,  as  the  case 
may  be,  and,  to  the  extent  required,  corresponding  shares 
held  b}^  a  regional  bank  in  the  central  bank  shall  be  retired. 

“(d)  Calculation  of  Proportionate  Interests  in 
Banks. — Por  the  purpose  of  determining  pursuant  to  section 
5  (d)  (2)  (C)  of  the  Farm  Credit  Act  of  1937,  as 

amended,  the  amount  of  the  capital  stock  and  subscriptions 
to  the  guaranty  fund  of  a  regional  bank  for  cooperatives  held 
by  cooperatives  the  term  ‘capital  stock  and  subscriptions  to 
the  guaranty  fund  held  by  cooperatives’  or  the  equivalent  of 
that  term  shall  also  mean  all  outstanding  class  B  and  class  C 
stock  and  the  guaranty  fund  equivalents  thereof.” 

Sec.  102.  Section  35  of  the  Farm  Credit  Act  of  1933, 
as  amended,  is  amended  to  read  as  follows: 

“Sec.  35.  Application  op  Regional  Bank  Stock 
Provisions  to  Central  Bank. — All  provisions  of  law 
with  respect  to  class  A,  class  B,  and  class  C  stock  in  the 
regional  hanks  for  cooperatives  shall  apply  to  the  Central 
Bank  for  Cooperatives  except  as  they  may  be  inconsistent 
with  the  provisions  of  this  section.  Each  borrower  from  the 
central  bank  shall  he  required  to  own  at  the  time  the  loan  is 
made  at  least  one  share  of  class  C  stock  in  such  regional 
bank  as  the  Farm  Credit  Administration  shall  designate  and 
shall  be  required  to  invest  quarterly  in  class  C  stock  in  such 
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regional  bank  or  banks  as  the  Farm  Credit  Administration 
shall  designate  an  amount  equal  to  not  less  than  10  nor  more 
than  25  per  centum,  as  prescribed  by  the  board  of  directors 
of  the  central  bank  with  the  approval  of  the  Farm  Credit 
Administration,  of  the  amount  of  interest  payable  by  such 
borrower  to  the  central  bank  during  the  calendar  quarter. 
Payments  for  such  stock  shall  be  made  quarterly  or  when 
the  regular  interest  payments  of  such  borrower  are  payable; 
but  the  stock  shall  be  issued  to  the  borrower  as  of  the  end 
of  each  fiscal  year  in  the  amount  of  the  payments  for  stock 
made  by  it  during  such  year.  The  regional  bank  whose 
stock  is  so  issued  to  such  borrower  shall  purchase  a  corre¬ 
sponding  amount  of  class  C  stock  in  the  central  bank.” 

Sec.  103.  Section  36  of  the  Farm  Credit  Act  of  1933, 
as  amended,  is  amended  to  read  as  follows: 

“Sec.  36.  (a)  Application  of  Savings.— Each  bank 
for  cooperatives,  at  the  end  of  each  fiscal  year,  shall  deter¬ 
mine  the  amount  of  its  net  savings  after  paying  or  provid¬ 
ing  for  all  operating  expenses  (including  reasonable  valua¬ 
tion  reserves  and  losses  in  excess  of  any  such  applicable 
reserves)  and  shall  apply  such  savings  as  follows:  (1)  To 
the  restoration  of  the  amount  of  the  impairment,  if  any,  of 
capital  stock,  as  determined  by  its  board  of  directors;  (2) 
25  per  centum  of  any  remaining  savings  shall  be  used  to 
create  and  maintain  a  surplus  account;  (3)  if  said  bank  shall 
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have  outstanding  capital  stock  held  by  the  United  States 
during  the  whole  or  any  part  of  the  fiscal  year,  it  shall  next 
pay  to  the  United  States  as  a  franchise  tax,  a  sum  equal  to 
25  per  centum  of  its  net  savings  then  remaining,  not  exceed¬ 
ing,  however,  a  rate  of  return  on  such  Government  capital 
calculated  at  a  rate  equal  to  the  computed  average  annual 
rate  of  interest  on  all  public  issues  of  public  debt  obligations 
of  the  United  States  issued  during  the  fiscal  year  ending; 
next  before  such  tax  is  due,  as  certified  to  the  Farm  Credit 
Administration  by  the  Secretary  of  the  Treasury ;  (4)  reason¬ 
able  contingency  reserves  may  be  established;  (5)  dividends 
on  class  B  stock  may  be  declared  as  provided  in  section  42 
(a)  (2)  ;  and  (6)  any  remaining  net  savings  shall  be  dis¬ 
tributed  as  patronage  refunds  as  provided  in  subsection  (b) 
of  this  section:  Provided,  That  any  patronage  refunds  re¬ 
ceived  by  a  regional  bank  from  the  central  bank  shall  be 
excluded  from  net  savings  of  the  regional  bank  for  the  pur¬ 
pose  of  computing  such  franchise  tax.  Amounts  applied  as 
provided  in  (2)  and  (4)  above  after  the  effective  date  of 
title  I  of  the  Farm  Credit  Act  of  1955  shall  be  allocated  on 
a  patronage  basis  approved  hy  the  Farm  Credit  Adminis¬ 
tration.  At  the  end  of  any  fiscal  year,  any  portion  of  the 
reserve  established  under  (4)  above  which  is  no  longer 
deemed  necessary  shall  be  transferred  to  the  surplus  account 
and,  if  the  surplus  account  of  any  such  bank  for  cooperatives 
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exceeds  25  per  centum  of  the  sum  of  all  its  outstanding  cap¬ 
ital  stock,  the  hank  may  distribute  in  the  same  manner  as  a 
patronage  refund  any  part  or  all  of  such  excess  which  has 
been  allocated.  In  making  such  distributions,  the  oldest 
outstanding  allocations  shall  be  distributed  first.  Wherever 
used  in  this  Act,  the  words  ‘surplus  account’  as  applied  to 
any  bank  for  cooperatives  shall  mean  any  surpluses  and  con¬ 
tingency  reserves  shown  on  the  books  of  the  banks  as  of  the 
offective  date  of  title  I  of  the  Farm  Credit  Act  of  1955  and 
any  amounts  applied  as  provided  in  (2)  above  after  the 
effective  date  of  said  title  I.  Said  surplus  account  shall  be 
divided  to  show  the  amounts  thereof  subject  to  allocation  as 
provided  in  this  section  and  may  he  further  subdivided  as 
prescribed  by  the  Farm  Credit  Administration.  In  the  event 
of  a  net  loss  in  any  fiscal  year  after  providing  for  all  oper¬ 
ating  expenses  (including  reasonable  valuation  reserves  and 
losses  in  excess  of  any  such  applicable  reserves),  such  loss 
shall  he  absorbed  by:  first,  charges  to  allocated  contingency 
reserves;  second,  charges  to  allocated  surplus;  third,  charges 
to  other  contingency  reserves  and  surplus  pro  rata  in  accord¬ 
ance  with  the  second  sentence  of  subsection  (c)  of  this  sec¬ 
tion;  fourth,  the  impairment  of  class  C  stock;  and  fifth,  the 
impairment  of  all  other  stock. 

“(b)  Patbonage  Refunds. — The  patronage  refunds 
of  each  regional  bank  for  cooperatives  shall  be  paid  in 
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class  C  stock  to  borrowers,  as  defined  by  the  Farm  Credit 
Administration  for  the  purposes  of  this  subsection,  during 
the  fiscal  year  for  which  the  refunds  are  declared.  Patron¬ 
age  refunds  of  the  Central  Bank  for  Cooperatives  shall  be 
paid  in  class  C  stock  to  the  regional  banks  for  cooperatives 
upon  the  basis  of  interests  held  by  the  central  bank  in  loans 
made  by  the  regional  banks  and  upon  direct  loans  made 
by  the  central  bank  to  cooperative  associations;  and  any 
part  of  such  refunds  derived  from  such  direct  loans  of  the 
central  bank  shall  be  paid  in  class  C  stock  issued  to  the 
regional  bank  or  banks  which  issued  to  the  borrower  the 
stock  incident  to  the  loans,  or  to  a  regional  bank  or  banks 
designated  by  the  Farm  Credit  Administration,  and  such 
bank  or  banks  shall  issue  a  like  amount  of  class  C  stock  to 
the  borrowers.  All  patronage  refunds  shall  be  paid  in  the 
proportion  that  the  amount  of  interest  earned  on  the  loans 
of  each  borrower  bears  to  the  total  interest  earned  on  the 
loans  of  all  borrowers  during  the  fiscal  year. 

“(c)  Application  of  Assets  on  Liquidation  or 
Dissolution. — In  the  case  of  liquidation  or  dissolution  of 
any  bank  for  cooperatives,  after  the  payment  or  retirement, 
as  the  case  may  be,  first,  of  all  liabilities ;  second,  of  all  capital 
stock  issued  before  the  effective  date  of  title  I  of  the  Farm 
Credit  Act  of  1955  held  by  cooperative  associations  at  par, 
all  class  A  stock  at  par,  and  all  class  B  stock  at  par;  and 
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third,  of  all  class  C  stock  at  par;  any  surpluses  and  con¬ 
tingency  reserves  then  remaining  shall  be  distributed  as  pro¬ 
vided  in  this  subsection.  If  necessary  in  absorbing  losses, 
allocated  contingency  reserves  and  allocated  surpluses  shall 
be  exhausted  first  in  accordance  with  rules  prescribed  by 
the  Farm  Credit  Administration  and  other  contingency  re¬ 
serves  and  surpluses  shall  be  used  pro  rata.  Any  surpluses 
and  contingency  reserves  which  were  on  hand  as  of  the 
effective  date  of  said  title  I,  shall  be  apportioned  on  the  basis 
of  stock  ownership  in*  the  bank  on  such  date  and  that  part 
of  such  surpluses  and  reserves  so  apportioned  to  stock  owned 
by  the  United  States,  shall  be  paid  into  the  Treasury  as 
miscellaneous  receipts  and  that  part  of  such  surpluses  and 
reserves  so  apportioned  to  stock  owned  by  all  others  shall 
be  paid  to  the  holders  of  outstanding  stock  issued  before 
the  effective  date  of  said  title  I  and  class  C  stock  pro  rata: 
Prodded,  That  if  the  central  hank  is  liquidated  or  dissolved 
before  the  regional  banks,  that  part  of  such  surpluses  and 
reserves  so  apportioned  to  stock  owned  by  the  United  States 
shall  be  distributed  to  the  regional  banks  on  the  basis  of 
stock  held  by  them  in  the  central  bank,  and  the  amount 
so  distributed  shall  be  added  to  the  corresponding  surplus 
and  reserve  of  each  regional  bank  subject  to  payment  into 
the  Treasury  as  miscellaneous  receipts  upon  liquidation  or 
dissolution  of  such  regional  bank.  Any  allocated  surpluses 
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and  allocated  contingency  reserves  then  remaining  shall  be 
distributed  as  allocated  on  the  books  of  the  bank.” 

Sec.  104.  Section  31  of  the  Farm  Credit  Act  of  1933  is 
amended  to  read  as  follows : 

‘'Sec.  31.  Board  of  Directors  of  Central  Bank.— 
The  Central  Bank  for  Cooperatives  shall  have  seven  directors. 
Of  this  number  four  shall  be  appointed  by  the  Governor  of 
the  Farm  Credit  Administration,  by  and  with  the  advice  and 
consent  of  the  Federal  Farm  Credit  Board,  and  three  shall 
he  elected  by  the  regional  banks  for  cooperatives  and  coop¬ 
erative  associations:  Provided,  That  the  terms  of  office  of 
directors  established  prior  to  the  effective  date  of  title  I  of 
the  Farm  Credit  Act  of  1955  shall  continue  through  the 
thirty-first  day  of  December  next  following  the  effective  date 
of  said  title  I  and  shall  expire  at  the  end  of  that  day.  Three 
of  the  directors  appointed  by  the  Farm  Credit  Administration 
shall  be  appointed  for  terms  of  one  year,  two  years,  and  three 
years,  respectively,  as  designated  at  the  time  of  appointment 
and  the  fourth  appointed  director  shall  be  appointed  for  a 
term  of  three  years  and  thereafter  each  appointed  director 
shall  be  appointed  for  a  term  of  three  years.  Any  appointed 

director  may  be  removed  at  pleasure  at  any  time  by  I  he  Farm 

• 

Credit  Administration.  The  Farm  Credit  Administration 
shall  prescribe  rules  and  regulations  for  the  nominations  and 
elections  required  by  this  section.  Sufficiently  in  advance  of 
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the  first  day  of  January  next  following  the  effective  date  of 
title  I  of  the  Farm  Credit  Act  of  1955,  and  at  any  time 
subsequent  to  the  enactment  thereof,  the  Farm  Credit  Ad¬ 
ministration  shall  take  all  action  necessary  in  order  to  permit 
the  elections  hereby  provided  and  shall  group  the  several 
farm  credit  districts  into  three  areas,  each  of  which  shall  he 
comprised  of  four  contiguous  farm  credit  districts,  and  a 
director  shall  be  elected  from  nominees  from  each  of  such 
areas  by  regional  banks  for  cooperatives  of  the  area  and 
cooperative  associations  of  the  area  eligible  to  vote.  The 
three  elected  directors  shall  be  elected  for  terms  of  one  year, 
two  years,  and  three  years,  respectively,  as  shall  be  desig¬ 
nated  by  the  Farm  Credit  Administration  and  thereafter 
elected  directors  shall  be  elected  for  terms  of  three  years: 
Provided,  That  whenever,  as  determined  by  the  Farm  Credit 
Administration,  the  sum  of  the  capital  stock  and  subscriptions 
to  the  guaranty  fund  of  the  central  bank  held  by  persons 
other  than  the  Governor  of  the  Farm  Credit  Administration 
on  behalf  of  the  United  States  and  surplus  and  reserve 
accounts  of  said  bank  shall  equal  or  exceed  66f  per  centum 
of  the  total  capital  stock,  subscriptions  to  the  guaranty  fund 
and  surplus  and  reserve  accounts  of  said  bank  as  of  the  date 
three  months  before  the  expiration  of  the  term  of  office  of  any 
appointed  director,  except  the  fourth  appointed  director, 
whose  term  next  expires?  the  successor  to  such  director  shall 
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be  elected  from  nominees  for  a  term  of  three  years  by  regional 
banks  for  cooperatives  of  the  area  and  cooperative  associa¬ 
tions  of  the  area  eligible  to  vote  on  a  basis  of  areas  comprised 
of  two  contiguous  farm  credit  districts  as  designated  by  the 
Farm  Credit  Administration.  Appointed  directors  except 
the  fourth  appointed  director  shall  continue  to  be  replaced 
by  elected  directors  in  accordance  with  the  foregoing  provi¬ 
sions  until  the  total  number  of  elected  directors  shall 
be  six,  elected  one  from  each  of  six  such  areas  com¬ 
prised  of  two  contiguous  farm  credit  districts.  Whenever, 
as  determined  by  the  Farm  Credit  Administration, 
the  sum  of  the  capital  stock  and  subscriptions  to 
the  guaranty  fund  of  the  central  bank  held  by  per¬ 
sons  other  than  the  Governor  of  the  Farm  Credit  Ad¬ 
ministration  on  behalf  of  the  United  States  and  surplus 
and  reserve  accounts  of  said  bank  shall  not  equal  or  exceed 
66f  per  centum  of  the  total  capital  stock,  subscriptions 
to  the  guaranty  fund  and  surplus  and  reserve  accounts  of 
the  bank  as  of  the  date  three  months  before  the  expiration 
of  the  term  of  office  of  any  elected  director  whose  term  next 
expires,  the  successor  to  such  elected  director  shall,  if  the 
number  of  elected  directors  then  exceeds  three,  be  appointed 
by  the  Governor  of  the  Farm  Credit  Administration  by  and 
with  the  advice  and  consent  of  the  Federal  Farm  Credit 
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Board  for  a  term  of  three  years.  In  any  such  case  where 
only  one  additional  appointed  director  is  needed  in  order  to 
increase  the  total  number  of  appointed  directors  to  four, 
and  the  terms  of  office  of  more  than  one  elected  director 
next  expire,  the  Farm  Credit  Administration  shall  designate 
the  one  of  such  next  expiring  terms  of  office  which  shall 
be  replaced  by  the  additional  appointed  director.  Any 
vacancy  in  the  Board  whether  filled  by  appointment  or  by 
election  shall  be  filled  for  the  unexpired  term  in  the  same 
manner  in  which  the  vacant  office  was  filled.  Each  regional 
bank  for  cooperatives,  each  cooperative  association  which  is 
a  direct  borrower  from  the  central  bank,  each  holder  of  one 
or  more  shares  of  class  C  stock  in  a  regional  bank  for 
cooperatives  which  is  eligible  to  vote  under  section  42  (a) 
(3) ,  and  each  holder  of  one  or  more  shares  of  stock  in  the 
central  bank  or  any  regional  bank  for  cooperatives  issued 
before  the  effective  date  of  title  I  of  the  Farm  Credit  Act 
of  1955  which  is  eligible  to  vote  shall  be  eligible  to  vote 
for  directors  of  the  central  bank  and  each  such  holder  shall 
be  entitled  to  one  vote  only  without  regard  to  the  number 
of  shares  held  in  any  one  or  more  of  said  banks,  and  the 
vote  of  any  such  holder  of  stock  in  more  than  one  bank 
shall  be  cast  only  with  respect  to  elections  in  the  area  in 
which  is  located  the  main  office  of  such  holder.  Elected 
directors  shall  have  been,  for  at  least  two  years,  residents 
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of  the  area  for  which  they  are  elected.  No  person  shall  he 
eligible  for  nomination,  election,  or  appointment  as  a  director 
if  such  person  has  within  one  year  next  preceding  the  com¬ 
mencement  of  the  term  been  a  salaried  officer  or  employee 
of  the  Farm  Credit  Administration  or  of  any  corporation 
operating  under  its  supervision.  Any  person  who  is  a  mem¬ 
ber  of  the  Federal  Farm  Credit  Board  or  a  district  farm 
credit  hoard  when  appointed  or  elected  as  director  shall 
resign  as  a  member  of  the  Federal  Farm  Credit  Board  or  the 
district  board  before  assuming  his  duties  as  director  of  the 
central  bank.  No  person  who  becomes  such  director  shall 
be  eligible  to  continue  to  serve  if  he  becomes  a  member 
of  the  Federal  Farm  Credit  Board  or  any  district  farm  credit 
board  or  an  officer  or  employee  of  the  Farm  Credit  Admin¬ 
istration  or  an  officer  or  employee  of  any  corporation 
operating  under  the  supervision  of  the  Farm  Credit 
Administration.  ’  ’ 

Sec.  105.  Section  32  of  the  Farm  Credit  Act  of  1933 
is  amended  to  read  as  follows : 

“Sec.  32.  Powers  of  Board  of  Directors  of  Cen¬ 
tral  Bank. — The  Board  of  Directors  of  the  Central  Bank 
for  Cooperatives  shall  elect  a  Chairman  and  Vice  Chairman 
from  among  its  members.  The  powers  of  the  Board  of 
Directors  shall  be  such  powers  as  may  be  prescribed  in  the 
charter  and  bylaws  with  the  approval  of  the  Farm  Credit 
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Administration:  Provided ,  That  said  Board  without  limita¬ 
tion  of  powers  conferred  by  section  60  shall  have  power, 
subject  to  approval  of  the  Farm  Credit  Administration,  to 
appoint  and  fix  the  compensation  of  the  chief  executive  offi¬ 
cer  and  such  other  officers  and  employees,  experts,  and  con¬ 
sultants  as  may  be  necessary  for  the  efficient  conduct  of  the 
bank’s  business:  Provided  further ,  That  the  chief  executive 
officer  of  the  bank  shall  not  be  an  officer  or  employee  of 
the  Farm  Credit  Administration.” 

Sec.  106.  Section  38  of  the  Farm  Credit  Act  of  1933 
is  amended  by  adding  at  the  end  of  said  section  the  following 
new  sentence:  “ After  the  effective  date  of  title  I  of  the 
Farm  Credit  Act  of  1955  any  amendment  in  the  terms  of  the 
charter  issued  to  any  bank  for  cooperatives  and  any  regu¬ 
lation  issued  under  authority  of  this  section  or  otherwise 
affecting  lending  operations  of  any  such  bank  shall  be  con¬ 
sistent  with  the  principle  that  the  central  bank  shall  make 
loans  only  in  cases  where  it  is  not  practicable  for  the  loan 
to  be  made  by  a  regional  bank.” 

Sec.  107.  Section  41  of  the  Farm  Credit  Act  of  1933, 
as  amended,  is  amended  by  adding  a  new  paragraph  as 
follows : 

“Notwithstanding  any  other  provision  of  law,  any 
officer  or  employee  of  the  Farm  Credit  Administration  or  of 
any  bank  for  cooperatives  designated  to  act  as  custodian 
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of  collateral  securing  loans  made  by  any  such  bank  to  any 
cooperative  association  eligible  to  borrow  therefrom  may,  in 
accordance  with  regulations  of  the  Farm  Credit  Administra¬ 
tion,  act  at  the  same  time  as  custodian  of  collateral  securing 
loans  made  by  any  other  lenders  to  any  cooperative  associa¬ 
tion  eligible  to  borrow  from  any  such  bank.” 

Sec.  108.  (a)  Section  33  of  the  Farm  Credit  Act  of 
1933  is  amended  by  striking  the  words  “Chairman  of  the 
Board”  in  the  last  sentence  of  said  section  and  substituting 
in  lieu  thereof  the  words  “Board  of  Directors”. 

(b)  Section  34  of  the  Farm  Credit  Act  of  1933,  as 
amended,  is  amended  by  striking  the  words  “Chairman  of  its 
Board  of  Directors”  in  the  first  paragraph  of  said  section  and 
substituting  in  lieu  thereof  the  words  “Farm  Credit 
Administration”. 

Sec.  109.  Subsection  (a)  of  section  8  of  the  Agricul¬ 
tural  Marketing  Act,  as  amended,  is  amended  to  read  as 
follows : 

“(a)  Loans  to  cooperative  associations  made  by  any 
bank  for  cooperatives  shall  bear  such  rates  of  interest  as 
the  board  of  directors  of  the  bank  shall  from  time  to  time  de¬ 
termine  with  the  approval  of  the  Farm  Credit  Administra¬ 
tion,  but  in  no  case  shall  the  rate  of  interest  exceed  6  per 
centum  per  annum  on  the  unpaid  principal  of  a  loan.” 
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Sec.  110.  (a)  Section  65  of  the  Farm  Credit  Act  of 
1933  is  amended  by  striking  the  word  “regional”  in  the  first 
sentence  of  said  section. 

(b)  Section  66  of  the  Farm  Credit  Act  of  1933,  as 
amended,  is  hereby  repealed. 

(c)  The  second  sentence  of  section  7  (a)  of  the  Farm 
Credit  Act  of  1953  is  hereby  repealed. 

(d)  Section  6  of  the  Act  approved  January  23,  1932 
(47  Stat.  14) ,  is  amended  by  adding  immediately  following 
the  comma  after  the  word  “Act”  where  it  first  appears  the 
following:  “the  Farm  Credit  Act  of  1933”. 

Sec.  111.  This  title  shall  be  applicable  to  loans  made 
before  its  effective  date  from  the  date  on  which  they  may 
be  changed  by  agreement  to  conform  hereto,  otherwise,  ex¬ 
cept  as  provided  in  this  title,  such  loans  shall  be  treated 
as  though  this  title  had  not  been  enacted.  Any  cooperative 
association  owning  capital  stock  or  guaranty  fund  credits 
in  any  bank  for  cooperatives  issued  before  the  effective  date 
of  this  title  which  is  eligible  to  vote  shall,  as  long  as  such 
eligibility  continues,  be  entitled  to  vote  to  the  same  extent 
as  a  holder  of  class  C  stock  which  is  eligible  to  vote;  any 
cooperative  association  owning  such  stock  or  guaranty  fund 
credits  shall  be  entitled  to  have  such  stock  or  credits  retired 
as  though  this  title  had  not  been  enacted;  and  any  such 
association  may  with  the  consent  of  the  bank  have  such  stock 
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or  credits,  if  it  is  found  eligible  to  own  class  B  or  class  C 
stock,  converted  in  whole  or  in  part  into  class  B  or  class  C 
stock  or  equivalent  guaranty  fund  credits:  Provided,  That 
any  bank  for  cooperatives  with  the  approval  of  the  Farm 
Credit  Administration  may  retire  at  any  time  capital  stock 
or  guaranty  fund  credits  issued  before  the  effective  date  of 
this  title  held  by  any  cooperative  association  and  may  hold 
the  proceeds  of  such  retired  stock  or  guaranty  fund  credits  as 
security  for  any  indebtedness  of  the  association  to  the  bank. 

Sec.  112.  This  title  shall  take  effect  on  the  first  day  of 
the  month  next  following  one  hundred  and  twenty  days  after 
its  enactment. 

TITLE  II— PRODUCTION  CREDIT  SYSTEM 

Sec.  201.  Section  4  of  the  Farm  Credit  Act  of  1933  is 
amended  to  read  as  follows : 

“Sec.  4.  (a)  Classes  of  Stock;  Amount;  Par 
Value;  Ownership;  Dividends;  Preference  Upon 
Liquidation. — Each  production  credit  corporation  shall 
have  the  following  classes  of  stock,  all  of  which  shall  have 
a  par  value  of  $100  per  share: 

“  ( 1 )  Class  A  stock  shall  be  issued  to  and  held  by  the 
Governor  of  the  Farm  Credit  Administration  on  behalf  of 
the  United  States  in  exchange  share  for  share  for  stock 
of  the  respective  production  credit  corporations  held  by  the 
Governor  on  the  effective  date  of  title  IT  of  the  Farm  Credit 
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Act  of  1955.  Class  A  stock  shall  be  nonvoting  and  no  divi- 
dents  shall  be  paid  thereon.  At  the  end  of  each  fiscal  year, 
each  of  such  corporations  shall  determine  the  amount  of 
class  A  stock  that  it  shall  retire,  which  shall  not  be  less  than 
10  per  centum  of  the  amount  of  stock  of  the  corporation 
held  by  the  Governor  on  behalf  of  the  United  States  on 
the  effective  date  of  title  II  of  the  Farm  Credit  Act  of  1955: 
Provided,  That  any  amount  retired  in  excess  of  such  10  per 
centum  in  one  year  may  be  used  to  reduce  to  that  extent 
the  amount  of  stock  required  to  be  retired  in  any  subsequent 
year.  Funds  from  the  retirement  of  class  A  stock  shall  be 
paid  into  the  revolving  fund  authorized  by  section  5  and 
shall  continue  to  be  available  for  the  purchase  of  class  C 
stock  in  accordance  with  paragraph  (3)  of  this  subsection. 

“(2)  Class  B  stock  may  be  issued  only  to  production 
credit  associations.  Such  stock  shall  be  issued  at  par  and 
no  dividends  shall  be  paid  on  it.  Each  holder  of  class  B 
stock  shall  be  entitled  to  one  vote  for  each  share  of  stock 
held  by  it.  Each  production  credit  corporation  shall  from 
time  to  time  determine  the  amount  of  its  class  B  stock  which 
shall  he  subscribed  to  and  purchased  by  the  production  credit 
associations  of  the  district.  The  minimum  amount  of  such 
stock  subscribed  to  and  purchased  by  such  associations  shall 
not  be  less  than  an  amount  computed  as  the  sum  of  the 
following:  As  to  each  association,  3 


per  centum  of  the 


1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

oo 

23 

24 

25 


25 

amount  of  its  stock  held  by  persons  other  than  the  corpora¬ 
tion  or  $5,000,  whichever  is  the  greater.  The  subscriptions 
to  such  stock  by  the  associations  shall  be  allocated  by  the 
corporation  upon  an  equitable  basis  and  the  amounts  of  sub¬ 
scriptions  and  purchases  of  such  stock  by  the  associations 
may  be  adjusted  annually:  Provided,  That  such  stock  of  a 
corporation  outstanding  shall  not  be  less  than  such  minimum. 
The  stock  ownership  requirements  of  this  subsection  shall 
also  apply  to  any  association  organized  after  the  effective 
date  of  title  II  of  the  Farm  Credit  Act  of  1955.  In  case  of 
liquidation  or  dissolution  of  any  association,  the  stock  of  the 
corporation  owned  by  such  association  shall  be  canceled  and 
the  association  paid  the  par  value  of  such  stock. 

“  (3)  Class  C  stock  may  be  issued  in  amounts  approved 
by  the  Farm  Credit  Administration.  The  Governor  of  the 
Farm  Credit  Administration  may  purchase  class  C  stock 
of  any  production  credit  corporation  from  time  to  time  in 
such  amounts  as  he  determines  are  required  to  meet  the 
credit  needs  of  the  district  served  by  such  corporation. 
Payments  for  stock  purchased  by  the  Governor  shall  be 
made  out  of  the  revolving  fund  authorized  by  section  5  and 
such  stock  shall  be  held  by  him  on  behalf  of  the  United 
States.  Class  C  stock  shall  be  issued  only  at  par  and  shall 
be  nonvoting.  When  declared  by  its  board  of  directors  and 
approved  by  the  Farm  Credit  Administration,  any  such 
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corporation  may  pay  dividends  on  class  0  stock  at  a  rate 
not  exceeding  tlie  average  annual  rate  of  interest  on  all 
public  issues  of  public  debt  obligations  of  the  United  States 
issued  during  the  fiscal  year  next  before  any  such  dividend 
is  so  declared,  as  certified  to  the  Farm  Credit  Administra¬ 
tion  by  the  Secretary  of  the  Treasury.  Dividends  on  class 
C  stock  shall  not  be  cumulative.  After  all  class  A  stock 
has  been  retired,  class  C  stock  may  be  called  for  retire¬ 
ment  at  par  in  amounts  approved  by  the  Farm  Credit 
Administration. 

“(4)  In  the  case  of  liquidation  or  dissolution  of  ai^ 
production  credit  corporation,  after  the  payment  or  retire¬ 
ment,  as  the  case  may  be,  first,  of  all  liabilities;  second, 
of  all  class  A  stock  at  par  and  all  class  C  stock  at  par; 
any  sums  remaining  shall  be  paid  pro  rata  to  the  holders 
of  outstanding  class  B  stock. 

“  (b)  Payment  of  Expenses  of  Production  Credit 
Corporations  by  Production  Credit  Associations. — 


Beginning  on  the  effective  date  of  title  II  of  the  Farm  Credit 
Act  of  1955  expenses  of  each  production  credit  corporation 
shall  be  allocated  in  such  manner  and  amounts  as  shall  be 
determined  by  the  board  of  directors  of  the  corporation  and 
shall  be  paid  by  the  production  credit  associations  of  the 
district:  Provided,  That  such  allocations  shall  be  made 
annually  and  shall  be  progressively  increased  in  such  man- 
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ner  that  no  later  than  the  tenth  year  after  the  effective  date 
of  title  II  of  the  Farm  Credit  Act  of  1955  all  expenses  of 
the  corporation  not  covered  by  income  of  the  corporation 
shall  be  paid  by  such  associations. 

“(c)  Postponement  of  Stock  Retirement  and 


Payment  of  Expenses  Under  Special  Circum¬ 
stances. — Notwithstanding  I  he  foregoing  provisions  of  this 
section — 


“(1)  the  board  of  directors  of  a  production  credit 
corporation  may,  because  of  adverse  conditions  in  the 
district,  reduce  the  amount  of  class  A  stock  to  be  retired 
during  any  year  to  the  extent  the  board  determines  nec¬ 
essary  in  order  to  meet  the  credit  needs  of  the  district: 
Provided,  That  all  class  ik  stock  of  the  corporation  shall 
be  retired  on  or  before  the  end  of  the  tenth  year  after 
the  effective  date  of  title  II  of  the  Farm  Credit  Act  of 
1955;  and 

“(2)  the  board  of  directors  of  a  production  credit 
corporation  may,  because  of  adverse  conditions  in  the 
district,  defer  in  whole  or  in  part  the  amounts  which 
otherwise  would  be  paid  by  the  production  credit  asso¬ 
ciations  under  subsection  (b)  of  this  section  in  any  year 
to  the  extent  the  board  determines  necessary  in  order 
to  enable  the  associations  to  provide  adequate  credit 
service  to  farmers  at  reasonable  costs:  Provided,  That 
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after  the  thirteenth  year  following  the  effective  date  of 
title  II  of  the  Farm  Credit  Act  of  1955  all  expenses  of 
the  corporation  not  covered  hy  income  of  the  corpora¬ 
tion  shall  be  paid  by  such  associations. 

“(d)  Any  action  by  the  hoard  of  directors  of  any  pro¬ 
duction  credit  corporation  under  the  provisions  of  this  sec¬ 
tion  shall  be  subject  to  the  approval  of  the  Farm  Credit 
Administration.” 

Sec.  202.  Section  21  of  the  Farm  Credit  Act  of  1933 
is  amended  by  striking  out  of  the  fifth  sentence  the  words 
“All  stock  shall  share  in  dividend  distributions  without 
preference”  and  substituting  therefor  the  words  “Dividends 
may  he  paid  on  class  A  and  class  B  stock  without  preference 
or  on  class  A  stock  alone,  as  the  hoard  of  directors  of  the 
association  may  determine”. 

Sec.  203.  Section  22  of  the  Farm  Credit  Act  of  1933  is 
amended  to  read  as  follows : 

“Sec.  22.  (a)  Each  production  credit  association  shall, 
at  the  end  of  each  fiscal  year,  apply  the  amount  of  its  earn¬ 
ings  in  excess  of  operating  expenses  (including  provision  for 
reasonable  valuation  reserves)  during  such  fiscal  year,  first, 
to  the  restoration  of  the  impairment,  if  any,  of  capital ;  and, 
second,  to  the  establishment  and  maintenance  of  a  surplus 
account,  the  minimum  amount  of  which  shall  he  prescribed 
by  the  production  credit  corporation, 
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“(b)  A  production  credit  association  may  pay  dividends 
of  not  to  exceed  7  per  centum  per  annum  when  such  pay¬ 
ments  are  approved  by  the  production  credit  corporation  of 
the  district  and  are  consistent  with  policies  established  under 
regulations  issued  by  the  Farm  Credit  Administration.” 

Sec.  204.  The  amounts  in  the  guaranty  fund  reserve 
and  the  reserve  account  for  bad  and  doubtful  debts  of  each 
production  credit  association  shall,  as  of  the  effective  date  of 
this  title,  be  transferred  to  the  surplus  account  of  such  asso¬ 
ciation  established  pursuant  to  the  provisions  of  section  22 
of  the  Farm  Credit  Act  of  1933  as  amended  by  section  203 
of  this  title. 

Sec.  205.  Section  23  of  the  Farm  Credit  Act  of  1933 
is  amended  to  read  as  follows : 

“Sec.  23.  Each  production  credit  association  shall,  under 
such  rules  and  regulations  as  may  be  prescribed  by  the  pro¬ 
duction  credit  corporation  of  the  district  with  the  approval 
of  the  Farm  Credit  Administration,  invest  its  funds  and  make 
loans  to  farmers  for  general  agricultural  purposes.  Such 
loans  shall  be  made  on  such  terms  and  conditions,  at  such 
rates  of  interest,  and  with  such  security  as  may  be  prescribed 
by  the  corporation.  No  borrower  shall  be  indebted  to  the 
association  at  any  one  time  in  an  amount  in  excess  of  15 
per  centum  of  the  capital  and  surplus  of  the  association  un¬ 
less  the  loan  has  the  prior  approval  of  the  corporation,  or  in 
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excess  of  35  per  centum  of  the  capital  and  surplus  of  the  as¬ 
sociation  unless  the  loan  also  has  the  prior  approval  of  the 
Farm  Credit  Administration.  Borrowers  shall  be  required 
to  own,  at  the  time  the  loan  is  made,  class  B  stock  of  the 
association  in  an  amount  equal  in  fair  hook  value  (not  to 
exceed  par) ,  as  determined  by  the  association,  to  $5  per 
$100  or  fraction  thereof  of  the  amount  of  the  loan.  Such 
stock  shall  not  be  canceled  or  retired  upon  payment  of  the 
loan  but  may  be  transferred  or  exchanged  as  provided  in 
section  21  of  this  Act.” 

Sec.  206.  The  last  sentence  of  section  63  of  the  Farm 
Credit  Act  of  1933  is  hereby  amended  to  read  as  follows: 
“The  exemption  provided  herein  shall  not  apply  with  respect 
to  any  production  credit  association  or  its  property  or  income 
after  the  class  A  stock  held  in  it  by  the  production  credit 
corporation  has  been  retired,  or  with  respect  to  the  Central 
Bank  for  Cooperatives,  or  any  production  credit  corpora¬ 
tion  or  bank  for  cooperatives,  or  its  property  or  income  after 
the  stock  held  in  it  by  the  United  States  has  been  retired.” 

Sec.  207.  (a)  The  Government  Corporation  Control 
Act  is  amended  by  deleting  from  section  101  the  following: 
“production  credit  corporations;”;  by  inserting  “production 
credit  corporations,  (4)  ”  in  section  201  immediately  follow¬ 
ing  “  (3)  ”;  and  by  changing  “  (4)  ”  to  “  (5)  ”, 

(1))  Section  3679  of  the  Revised  Statutes,  as  amended, 
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is  amended  by  striking  the  period  at  the  end  of  subsection 
(d)  (2)  of  said  section  and  adding  in  lieu  thereof  the 

following:  or  to  any  production  credit  corporation  organ¬ 

ized  pursuant  to  the  Farm  Credit  Act  of  1933.”. 

(c)  No  appropriation  Act  shall  apply  to  a  production 
credit  corporation  on  and  after  the  effective  date  of  this  title. 

Sec.  208.  This  title  shall  become  effective  the  first  day 
of  the  fiscal  year  next  commencing  after  its  enactment. 
TITLE  III— FEDERAL  LAND  BANK  SYSTEM 
Sec.  301.  Sections  3,  7,  and  8  of  the  Federal  Farm 
Loan  Act,  as  amended,  are  amended — 

(a)  by  changing  next  to  the  last  paragraph  of 
section  3  to  read  as  follows:  “The  Farm  Credit  Admin¬ 
istration  shall  prescribe  a  form  for  the  statement  of  con¬ 
dition  of  national  farm  loan  associations  and  land  banks 
under  its  supervision,  which  shall  be  filled  out  by  each 
such  association  or  bank  and  transmitted  to  said  admin¬ 
istration  as  required  by  it.” ; 

(b)  by  changing  the  fifth  sentence  of  the  fourth 
paragraph  of  section  7  to  read  as  follows:  “He  shall 
make  a  report  to  the  Farm  Credit  Administration  as 
required  by  it  upon  forms  to  be  provided  for  that 
purpose.”;  and 

(c)  by  deleting  the  last  sentence  of  section  8. 
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Sec.  302.  The  last  paragraph  of  section  5  of  the  Federal 
Farm  Loan  Act,  as  amended,  is  repealed. 

Sec.  303.  Section  10  of  the  Federal  Farm  Loan  Act, 
as  amended,  is  amended  by  adding  at  the  end  thereof  a 
new  paragraph  as  follows : 

“Notwithstanding  any  other  provision  of  this  Act  to  the 
contrary,  subject  to  the  approval  of  the  Farm  Credit  Admin¬ 
istration,  the  investigation  and  the  written  report  or  reports 
on  the  value  of  the  security  offered  for  a  Federal  land  bank 
loan,  which  otherwise  are  required  by  this  section  to  be  made 
by  land  bank  appraisers  appointed  under  the  authority  of 
section  3  of  this  Act,  may  be  made,  in  accordance  with 
appraisal  standards  prescribed  by  the  Farm  Credit  Adminis¬ 
tration,  by  any  person  (including  a  person  who  is  secretary- 
treasurer  of  a  national  farm  loan  association)  designated  so 
to  do  by  the  Federal  land  bank  of  the  district;  a  Federal 
land  bank  is  authorized  to  make  a  loan,  if  otherwise  author¬ 
ized,  on  the  basis  of  such  an  investigation  and  report  hv  a 
person  so  designated;  and  a  loan  so  made  shall  be  eligible 
as  collateral  for  farm  loan  bonds  under  section  19  of  this 
Act,  if  otherwise  qualified  thereunder:  Provided,  That, 
within  one  year,  the  land  hank  shall  obtain  a  written  report 
on  the  security  for  the  loan  by  a  land  bank  appraiser 
appointed  under  section  3  of  this  Act,  in  terms  and  form 
prescribed  by  the  Farm  Credit  Administration,  and  such  a 
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loan  shall  be  eligible  as  collateral  for  farm  loan  bonds  there¬ 
after  only  if  such  report  by  a  land  bank  appraiser  establishes 
that  the  security  meets  the  standards  prescribed  by  the  Farm 
Credit  Administration  for  a  land  bank  loan,  and  in  no  event 
shall  any  such  loan  thereafter  be  carried  as  such  collateral 
for  bonds  at  more  than  65  per  centum  of  the  normal  value 
of  the  security  as  determined  by  such  land  bank  appraiser. 
Except  as  otherwise  specifically  provided  in  this  paragraph, 
all  provisions  of  this  Act  relating  to  loans  made  through 
national  farm  loan  associations  shall,  insofar  as  applicable, 
apply  with  respect  to  loans  made  on  such  investigations  and 
written  reports  by  such  designated  persons.” 

Sec.  304.  Section  12  of  the  Federal  Farm  Loan  Act, 
as  amended,  is  amended — 

(a)  by  changing  paragraph  “Fourth”  to  read  as 
follows:  “Such  loans  ma}^  be  made  for  general  agricul¬ 
tural  purposes  and  other  requirements  of  the  owner  of 
the  land  mortgaged,  under  rules  and  regulations  of  the 
Farm  Credit  Administration.”; 

(b)  by  striking  out  the  period  at  the  end  of  the 
second  sentence  of  paragraph  “Fifth”  and  adding  the 
following :  “ ;  and,  consistent  with  community  standards, 
the  appraisal  may  also  reflect  home  advantages,  and  the 
availability  to  a  typical  operator  of  the  property  of 
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earnings  from  other  dependable  sources  to  supplement 
the  normal  earning  power  of  the  farm.” ; 

(c)  by  striking  out  “the  raising  of  livestock” 
wherever  it  appears  in  next  to  the  last  sentence  of  para¬ 
graph  “Sixth”  and  substituting  therefor  “fanning  opera¬ 
tions”  and  by  striking  out  of  such  sentence  “Land  Bank 
Commissioner”  and  substituting  therefor  “Farm  Credit 
Administration”;  and 

(d)  by  striking  out  “$100,000”  from  paragraph 
“Seventh”  and  substituting  therefore  “$200,000”,  and 
by  striking  out  of  such  sentence  “but  loans  to  any  one 
borrower  shall  not  exceed  $25,000  unless  approved  by 
the  Land  Bank  Commissioner,”. 

Sec.  305.  Paragraph  “Nineteenth”  of  section  13  of  the 
Federal  Farm  Loan  Act,  as  amended,  is  amended  by  adding 
at  the  end  thereof  a  new  sentence  as  follows:  “Such  a 
deferment  may  he  permitted  for  other  purposes  for  a  period 
not  exceeding  five  years  under  regulations  prescribed  by  the 
Farm  Credit  Administration.”. 

Sec.  306.  (a)  That  part  of  section  23  of  the  Federal 
Farm  Loan  Act,  as  amended,  which  precedes  the  last 
paragraph,  is  amended  to  read  as  follows:  “Every  Federal 
land  bank  shall  semiannually  carry  to  reserve  account  a 
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sum  not  less  than  50  per  centum  of  its  net  earnings  until 
said  reserve  account  shall  show  a  credit  balance  equal  to 
the  outstanding  capital  stock  of  said  land  bank.  After  said 
reserve  is  equal  to  the  outstanding  capital  stock  10  per 
centum  of  the  net  earnings  shall  be  added  thereto  semi¬ 
annually  until  said  reserve  account  shall  show  a  credit  bal¬ 
ance  equal  to  150  per  centum  of  the  outstanding  capital  stock 
of  said  land  bank,  and  any  land  bank  having  a  credit  balance 
in  said  reserve  account  in  excess  of  150  per  centum  of  its 
outstanding  capitol  stock  may  withdraw  such  excess  from 
said  reserve  account  with  the  approval  of  the  F arm  Credit 
Administration.  Whenever  said  reserve  shall  have  been 
impaired  it  shall  be  fully  restored  before  any  dividends  are 
paid. 

“After  deducting  the  50  per  centum  or  the  10  per 
centum  hereinbefore  directed  to  be  deducted  for  credit  to 
reserve  account,  any  Federal  land  bank  may  declare  a 
dividend  or  dividends  to  shareholders  of  the  wdiole  or  any 
part  of  the  balance  of  its  net  earnings,  but  only  with  the 
approval  of  the  Farm  Credit  Administration. 

“The  reserves  of  land  banks  shall  be  invested  in  accord¬ 
ance  with  rules  and  regulations  prescribed  by  the  Farm 
Credit  Administration.” 
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(b)  Tbe  second  sentence  of  section  24  of  the  Federal 
Farm  Loan  Act,  as  amended,  is  amended  by  striking  out  the 
period  at  the  end  thereof  and  adding  the  following:  “until 
said  reserve  account  shall  show  a  credit  balance  equal  to  50 
per  centum  of  the  outstanding  capital  stock  of  said  associa¬ 
tion,  and  any  association  having  a  credit  balance  in  said  re¬ 
serve  account  in  excess  of  50  per  centum  of  its  outstanding 
capital  stock  may  withdraw  such  excess  from  said  reserve 
account  with  the  approval  of  the  Farm  Credit  Administra¬ 
tion.”. 

(c)  The  amendments  made  by  (a)  and  (b)  of  this  sec¬ 
tion  shall  become  effective  on  the  next  January  1  or  July  1 
whichever  first  succeeds  enactment  hereof. 

Sec.  307.  Section  601  (a)  of  the  Department  of  Agri¬ 
culture  Organic  Act  of  1944  is  amended  by  inserting  after 
“Federal  land  banks,”,  the  second  time  it  appears  therein, 
“national  farm  loan  associations,”;  by  striking  out  “joint- 
stock  land  banks,”  wherever  it  appears  therein;  and  by 
striking  out  the  period  at  the  end  thereof  and  inserting 
“,  except  that  the  amounts  apportioned  to  national  farm 
loan  associations  shall  be  assessed  against  and  collected  from 
the  Federal  land  bank  of  the  district  which  may  in  turn  col¬ 
lect  such  amounts  from  the  associations  in  a  manner  approved 
by  the  Farm  Credit  Administration.”. 
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TITLE  IV— MISCELLANEOUS  PROVISIONS 
Sec.  401.  Section  5  (d)  of  the  Farm  Credit  Act  of 
1937,  as  amended,  is  amended — 

(a)  by  substituting  “six  months”  for  “three 
months”  wherever  it  occurs  in  paragraph  (2)  thereof; 
and 

(b)  b}^  adding  at  the  end  thereof  a  new  paragraph 
as  follows : 

“  (4)  As  directed  by  the  Farm  Credit  Administration, 
the  election  of  a  director  under  section  5  (d)  (2)  by  any 
group  may  be  begun  any  time  within  six  months  before 
the  expiration  of  the  term  of  office  to  which  the  director 
is  to  succeed,  subject  to  the  required  determination  being 
made  as  of  the  date  six  months  before  the  expiration  of 
such  term  of  office  that  a  director  so  elected  by  such  group 
is  to  serve  in  lieu  of  a  district  director  (or  third  district 
director) .” 

Sec.  402.  Section  4  of  the  Farm  Credit  Act  of  1953 
is  amended — 

(a)  by  inserting  in  the  first  proviso  in  subsection 
(a)  “all  persons  so  tied  shall  be  considered  designated 
as  nominees”  in  lieu  of  “the  procedure  prescribed  therein 
shall  be  followed  again  until  the  tie  is  broken” ; 

(b)  by  inserting  before  the  period  at  the  end  of  the 
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second  sentence  of  subsection  (b)  “,  except  that  one  full 
term  of  six  years  shall  be  considered  to  include  an  addi¬ 
tional  four  months  if  the  particular  term  is  one  which 
was  legally  extended  for  an  additional  four  months”; 
and 

(c)  by  adding  the  following  additional  sentence  at 
the  end  of  subsection  (c)  :  “All  terms  of  office  which 
otherwise  would  expire  on  November  30  of  any  year 
following  enactment  of  this  sentence  are  extended  four 
months  to  expire  on  the  following  March  31  so  that  the 
term  of  office  of  all  successors  to  the  terms  so  extended 
shall  begin  with  the  first  day  of  April.”. 

Sec.  403.  (a)  If  any  provision  of  this  Act,  or  the  appli¬ 
cation  thereof  to  any  person  or  circumstance,  is  held  invalid, 
the  remainder  of  the  Act,  and  the  appli cation  of  such  pro¬ 
visions  to  other  persons  or  circumstances,  shall  not  be  affected 
thereby. 

(b)  The  right  to  alter,  amend,  or  repeal  this  Act  is 
hereby  expressly  reserved. 
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84th  congress  T  ¥  E?  1  O 

1st  Session  fl.  MX.  D  I  OO 


IN  THE  HOUSE  OE  EEPEESENTATIVES 

March  23, 1955 

Mr.  C  ooley  introduced  the  following  bill;  which  was  referred  to  the  Com¬ 
mittee  on  Agriculture 


A  BILL 

To  provide  for  retirement  of  the  Government  capital  in  certain 
institutions  operating  under  the  supervision  of  the  Earm 
Credit  Administration;  to  increase  borrower  participation 
in  the  management  and  control  of  the  Federal  Farm  Credit 
System;  and  for  other  purposes. 

1  Be  it  enacted  by  the  Senate  and  House  of  Representa- 

2  lives  of  the  United  States  of  America  in  Congress  assembled, 

3  That  this  Act  may  be  cited  as  the  “Farm  Credit  Act  of 

4  1955”. 

5  TITLE  I — BANKS  FOE  COOPEEATIVES 

6  Sec.  101.  Section  42  of  the  Farm  Credit  Act  of  1933, 

7  as  amended,  is  amended  to  read  as  follows: 

8  “Sec.  42.  (a)  Classes  of  Stock;  Ownership; 

I 


2 


1  Voting  Eights;  Dividends;  and  Eetieement  of 

2  Stock. — Except  as  provided  in  section  111  of  the  Earm 

3  Credit  Act  of  1955,  each  regional  bank  for  cooperatives  shall 

4  have  the  following  classes  of  stock,  all  of  which  shall  have  a 

5  par  value  of  $100  per  share : 

6  “  ( 1 )  Class  A  stock  shall  be  issued  to  and  held  by  the 

7  Governor  of  the  Earm  Credit  Administration  on  behalf  of 

8  the  United  States,  and  stock  of  such  banks  held  by  the 

9  Governor  on  the  effective  date  of  title  I  of  the  Earm  Credit 

10  Act  of  1955  shall  be  exchanged,  share  for  share,  for  class 

11  A  stock  of  the  respective  banks.  Class  A  stock  shall  be  non- 

12  voting  and  no  dividends  shall  be  paid  thereon.  At  the  end 

13  of  each  fiscal  year,  each  of  such  banks,  subject  to  the  pro- 
11  visions  of  sections  33  and  40,  shall  determine  the  amount 
15  of  class  A  stock  that  shall  be  retired  at  par  by  that  bank, 
lb  The  minimum  amount  of  class  A  stock  that  shall  be  retired 

17  shall  be  the  equivalent  in  dollar  value  of  the  amount  of 

18  class  C  stock  issued  for  that  year,  except  that  class  C  stock 

19  issued  by  a  regional  bank  on  account  of  class  C  stock  issued 

20  to  it  by  the  central  bank,  class  C  stock  issued  by  a  regional 

21  bank  in  exchange  for  class  B  stock  the  proceeds  of  which 

22  were  used  to  retire  an  equivalent  amount  of  class  A  stock, 

23  and  class  O  stock  issued  by  a  regional  bank  in  exchange 

24  for  capital  stock  of  the  bank  outstanding  on  the  effective 

25  date  of  title  I  of  the  Farm  Credit  Act  of  1955,  shall  not 
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be  included  in  such  bank’s  calculation.  Any  amount  of 
class  A  stock  retired  in  excess  of  such  minimum  amount  in 
one  year  may  be  used  to  reduce  to  that  extent  the  amount 
of  such  stock  required  to  be  retired  in  any  subsequent  year. 
Funds  from  the  retirement  of  class  A  stock  shall  be  paid 
into  the  revolving  fund  authorized  by  the  Agricultural  Mar¬ 
keting  Act,  as  amended,  and  shall  continue  to  be  available 
for  the  purchase  of  class  A  stock  in  the  banks  in  accordance 
with  sections  33  and  40. 

“  (2)  Class  B  stock  may  be  issued  in  series  and  amounts 
approved  by  the  Farm  Credit  Administration,  and  may  be 
sold  or  transferred  to  any  person  subject  to  the  approval 
of  the  issuing  bank.  Such  stock  shall  be  issued  only  at  par 
and  shall  be  nonvoting.  Any  bank  may  pay  dividends  of 
not  to  exceed  4  per  centum  per  annum  on  class  B  stock 
if  declared  by  the  board  of  directors  and  approved  by  the 
Farm  Credit  Administration  and  if  the  surplus  account  of 
the  bank,  after  payment  of  such  dividends,  will  not  be  less 
than  25  per  centum  of  the  sum  of  all  its  outstanding  capital 
stock.  Dividends  on  class  B  stock  shall  not  be  cumulative, 
but  no  bank  shall  distribute  in  any  year  any  of  its  net 
savings  as  patronage  refunds  as  provided  in  section  36  (a) 
unless  for  that  year  a  dividend  of  at  least  2  per  centum 
is  declared  and  paid  upon  outstanding  class  B  stock  of  the 
bank.  Each  series  of  class  B  stock  shall  be  issued  only 
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with  the  approval  of  the  Farm  Credit  Administration  and 
shall  carry  on  the  face  of  each  certificate  a  statement  of 
the  maximum  dividend  which  may  be  declared  and  paid 
thereon  and  of  the  minimum  dividend  which  shall  be  de¬ 
clared  and  paid  thereon  before  the  hank  may  distribute 
any  of  its  net  savings  as  patronage  refunds:  Provided, 
That  such  maximum  and  minimum  dividends  may  be  the 
same  amount.  After  all  class  A  stock  has  been  retired, 
class  B  stock  may  be  called  for  retirement  at  par  with  the 
approval  of  the  Farm  Credit  Administration  and  shall  be 
called  in  such  manner  that  the  oldest  outstanding  stock  at 
any  given  time  will  be  retired  first.  Any  holder  of  class 
B  stock  whose  stock  has  been  called  for  retirement  may 
elect,  with  the  approval  of  the  issuing  bank,  to  leave  his 
stock  in  the  bank  subject  to  its  being  included  in  the  next 
call  for  retirement. 

“( 3 )  Class  C  stock,  except  as  approved  by  the  Farm 
Credit  Administration  and  consented  to  by  the  issuing  bank, 
may  be  issued  only  to  banks  for  cooperatives  and  farmers’ 
cooperative  associations  as  defined  in  section  15  (a)  of  the 
Agricultural  Marketing  Act,  as  amended.  Such  stock  may 
be  issued  in  fractional  shares,  shall  be  issued  at  its  fair  book 
value  not  exceeding  par,  as  determined  by  the  bank,  and  no 
dividends  shall  be  paid  on  it.  Each  holder  of  one  or  more 
shares  of  class  C  stock  which  is  eligible  to  borrow  from  a 
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bank  for  cooperatives  shall  be  entitled  to  one  vote  only: 
Provided,  That  any  such  holder  which  within  the  period  of 
two  years  next  preceding  a  date,  fixed  by  the  Farm  Credit 
Administration,  prior  to  commencement  of  the  voting  has  not 
been  a  borrower  from  a  bank  of  which  it  holds  class  C  stock 
shall  not  be  entitled  to  vote.  From  time  to  time  each  bank 
for  cooperatives  shall  obtain  information  concerning  its  class 
C  stockholders  to  determine  whether  they  continue  to  be 
eligible  to  borrow  from  the  bank  and  to  vote.  Any  class  C 
stockholder  found  by  the  bank  to  be  ineligible  to  borrow 
shall  not  be  entitled  to  vote  until  its  eligibility  is  reestab¬ 
lished  to  the  satisfaction  of  the  bank.  Whenever  in  section 
5  of  the  Farm  Credit  Act  of  1937,  as  amended,  and  section  4 
(a)  of  the  Farm  Credit  Act  of  1953,  provision  is  made  for  a 
nomination  or  election  by  cooperatives  which  are  stock¬ 
holders  or  subscribers  to  the  guaranty  fund  of  any  bank  for 
cooperatives  the  term  ‘cooperatives  which  are  stockholders 
or  subscribers  to  the  guaranty  fund’  or  the  equivalent  of  that 
term,  shall  mean  such  cooperatives  which  are  eligible  to  vote. 
Bach  borrower  from  a  bank  for  cooperatives  shall  be  required 
to  own  at  the  time  the  loan  is  made  at  least  one  share  of 
class  C  stock.  The  purchase  price  of  such  stock  may  be 
retained  out  of  the  loan.  In  addition,  each  borrower  as 
defined  by  the  Farm  Credit  Administration  for  purposes  of 
this  sentence,  shall  be  required  to  invest  quarterly  in  class 
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0  stock  an  amount  equal  to  not  less  than  10  nor  more  than 
25  per  centum,  as  prescribed  by  the  board  of  directors  of 
the  bank  with  the  approval  of  the  Farm  Credit  Administra¬ 
tion,  of  the  amount  of  interest  payable  by  it  to  the  bank 
during  the  calendar  quarter.  Payments  for  such  stock  shall 
be  made  quarterly  or  when  the  regular  interest  payments 
of  the  borrower  are  payable,  but  the  stock  shall  be  issued 
to  the  borrower  as  of  the  end  of  each  fiscal  }^ear  in  the  amount 
of  the  payments  for  stock  made  by  it  during  the  year.  Each 
regional  bank  shall  purchase  at  least  one  share  of  class  C 
stock  of  the  central  bank.  In  addition,  the  regional  bank 
shall  be  required  to  invest  quarterly  in  class  C  stock  of  the 
central  bank  an  amount  equal  to  not  less  than  10  nor  more 
than  25  per  centum,  as  prescribed  by  the  board  of  directors 
of  the  central  bank  with  the  approval  of  the  Farm  Credit 
Administration,  of  the  amount  of  interest  payable  by  the 
regional  bank  to  the  central  bank  during  the  calendar  quarter 
b}^  reason  of  any  interest  purchased  by  the  central  bank  in 
a  loan  made  by  the  regional  bank.  Payments  for  such  stock 
shall  be  made  to  the  central  bank  and  the  stock  shall  be 
issued  to  the  regional  bank  in  the  same  manner,  insofar  as 
practicable,  as  is  provided  in  this  section  for  payments  for 
and  issuance  of  stock  on  account  of  loans  by  the  regional 
bank  in  which  the  central  bank  does  not  purchase  any 
interest.  Subject  to  rules  prescribed  by  the  board  of  directors 
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of  the  lending  bank  with  the  approval  of  the  Farm  Credit 
Administration,  a  borrower  may  convert  class  B  stock  into 
class  C  stock  for  the  purpose  of  making  the  investment  in 
class  C  stock  required  by  this  paragraph.  After  retirement 
of  all  class  A  stock  class  C  stock  also  may  be  retired  at  par 
by  calling  the  oldest  outstanding  class  C  stock  but  class  C 
stock  that  was  issued  for  a  fiscal  year  period  shall  not  be 
called  for  retirement  until  all  class  B  stock  that  was  issued 
during  or  prior  to  that  fiscal  year  has  been  called  for 
retirement. 

“(b)  Guaranty  Fund  Subscriptions  in  Lieu  of 
Stock. — If  a  cooperative  association  is  not  authorized  under 
the  laws  of  the  State  in  which  it  is  organized  to  take  stock 
in  the  bank,  the  bank  shall,  in  lieu  thereof,  require  the  asso¬ 
ciation  to  pay  into  or  have  on  deposit  in  a  guaranty  fund  of 
the  bank,  or  the  bank  may  retain  out  of  the  amount  of  the 
loan  and  credit  to  the  guaranty  fund,  a  sum  equal  to  the 
amount  of  class  C  stock  which  the  association  would  other¬ 
wise  be  required  by  subsection  (a)  (3)  of  this  section  to 
own  at  the  time  the  loan  is  made  and  to  purchase  thereafter. 
Any  such  association  may  make  additional  payments  into 
the  guaranty  fund  from  time  to  time  in  lieu  of  the  purchase 
of  class  B  stock,  and  shall  receive  credits  to  such  fund  in 
lieu  of  patronage  refunds  payable  in  class  C  stock.  Each 
reference  in  this  Act  to  capital  stock  or  class  B  or  class  0 
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stock  shall  include  also  the  guaranty  fund  equivalents  of 
such  stock,  and,  to  the  extent  permitted  under  the  laws  of 
a  State  in  which  a  cooperative  association  is  organized,  a 
holder  of  guaranty  fund  equivalents  of  either  class  B  or  class 
0  stock  shall  have  the  same  rights  and  status  as  a  holder  of 
class  B  or  class  C  stock,  respectively.  The  rights  and  obliga¬ 
tions  of  the  bank  as  respects  such  guaranty  fund  equivalents 
shall  be  identical  to  its  rights  and  obligations  as  respects  class 
B  or  class  C  stock,  respectively. 

“(c)  Lien  on  Stock. — Except  as  hereinafter  provided 
in  the  case  of  an  association  which  is  a  direct  borrower  from 
the  central  bank,  each,  bank  for  cooperatives  shall  have  a  first 
lien  on  all  stock  in  tlie  hank  owned  by  each  cooperative  as¬ 
sociation  as  additional  collateral  for  any  indebtedness  of  such 
association  to  the  bank.  In  the  case  of  an  association  which 
is  a  direct  borrower  from  the  central  bank,  the  central  bank 
shall  have  a  first  lien  on  any  amount  of  class  C  stock  which 
the  borrowing  association  owns  in  any  regional  bank  on  ac¬ 
count  of  direct  loans  of  such  association  from  the  central 
bank;  and  the  regional  bank  shall  have  a  hen  on  such  stock 
junior  only  to  the  lien  of  the  central  bank.  In  any  case 
where  the  debt  of  a  borrower  is  in  default,  the  bank  may,  in 
accordance  with  regulations  of  the  Farm  Credit  Administra¬ 
tion,  retire  and  cancel  all  or  a  part  of  the  stock  of  the  de¬ 
faulting  borrower  at  the  fair  book  value  thereof,  not  exceed- 
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ing  par,  in  total  or  partial  liquidation  of  the  debt,  as  the  case 
may  be,  and,  to  the  extent  required,  corresponding  shares 
held  by  a  regional  hank  in  the  central  hank  shall  be  retired. 

“  (d)  Calculation  of  Proportionate  Interests  in 
Banks. — Por  the  purpose  of  determining  pursuant  to  section 
5  (d)  (2)  (C)  of  the  Farm  Credit  Act  of  1937,  as 

amended,  the  amount  of  the  capital  stock  and  subscriptions 
to  the  guaranty  fund  of  a  regional  bank  for  cooperatives  held 
by  cooperatives  the  term  ‘capital  stock  and  subscriptions  to 
the  guaranty  fund  held  by  cooperatives’  or  the  equivalent  of 
that  term  shall  also  mean  all  outstanding  class  B  and  class  C 
stock  and  the  guaranty  fund  equivalents  thereof.” 

Sec.  102.  Section  35  of  the  Farm  Credit  Act  of  1933, 
as  amended,  is  amended  to  read  as  follows: 

“Sec.  35.  Application  of  Regional  Bank  Stock 
Provisions  to  Central  Bank. — All  provisions  of  law 
with  respect  to  class  A,  class  B,  and  class  C  stock  in  the 
regional  banks  for  cooperatives  shall  apply  to  the  Central 
Bank  for  Cooperatives  except  as  they  may  be  inconsistent 
with  the  provisions  of  this  section.  Each  borrower  from  the 
central  bank  shall  be  required  to  own  at  the  time  the  loan  is 
made  at  least  one  share  of  class  C  stock  in  such  regional 
bank  as  the  Farm  Credit  Administration  shall  designate  and 
shall  be  required  to  invest  quarterly  in  class  C  stock  in  such 
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regional  bank  or  banks  as  the  Farm  Credit  Administration 
shall  designate  an  amount  equal  to  not  less  than  10  nor  more 
than  25  per  centum,  as  prescribed  by  tlie  board  of  directors 
of  the  central  bank  with  the  approval  of  the  Farm  Credit 
Administration,  of  the  amount  of  interest  payable  by  such 
borrower  to  the  central  bank  during  the  calendar  quarter. 
Payments  for  such  stock  shall  be  made  quarterly  or  when 
the  regular  interest  payments  of  such  borrower  are  payable; 
but  the  stock  shall  be  issued  to  the  borrower  as  of  the  end 
of  each  fiscal  year  in  the  amount  of  the  payments  for  stock 
made  by  it  during  such  year.  The  regional  bank  whose 
stock  is  so  issued  to  such  borrower  shall  purchase  a  corre¬ 
sponding  amount  of  class  C  stock  in  the  central  bank.” 

Sec.  103.  Section  36  of  the  Farm  Credit  Act  of  1933, 
as  amended,  is  amended  to  read  as  follows: 

“Sec.  36.  (a)  Application  of  Savings— Each  bank 
for  cooperatives,  at  the  end  of  each  fiscal  year,  shall  deter¬ 
mine  the  amount  of  its  net  savings  after  paying  or  provid¬ 
ing  for  all  operating  expenses  (including  reasonable  valua¬ 
tion  reserves  and  losses  in  excess  of  any  such  applicable 
reserves)  and  shall  apply  such  savings  as  follows:  (1)  To 
the  restoration  of  the  amount  of  the  impairment,  if  any,  of 
capital  stock,  as  determined  by  its  board  of  directors;  (2) 
25  per  centum  of  any  remaining  savings  shall  be  used  to 
create  and  maintain  a  surplus  account;  (3)  if  said  bank  shall 
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have  outstanding  capital  stock  held  by  the  United  States 
during  the  whole  or  any  part  of  the  fiscal  year,  it  shall  next 
pay  to  the  United  States  as  a  franchise  tax,  a  sum  equal  to 
25  per  centum  of  its  net  savings  then  remaining,  not  exceed¬ 
ing,  however,  a  rate  of  return  on  such  Government  capital 
calculated  at  a  rate  equal  to  the  computed  average  annual 
rate  of  interest  on  all  public  issues  of  public  debt  obligations 
of  the  United  States  issued  during  the  fiscal  year  ending 
next  before  such  tax  is  due,  as  certified  to  the  Uarm  Credit 
Administration  by  the  Secretary  of  the  Treasury ;  (4)  reason¬ 
able  contingency  reserves  may  be  established;  (5)  dividends 
on  class  B  stock  may  be  declared  as  provided  in  section  42 
(a)  (2)  ;  and  (6)  any  remaining  net  savings  shall  be  dis¬ 
tributed  as  patronage  refunds  as  provided  in  subsection  (b) 
of  this  section:  Provided ,  That  any  patronage  refunds  re¬ 
ceived  by  a  regional  bank  from  the  central  bank  shall  be 
excluded  from  net  savings  of  the  regional  bank  for  the  pur¬ 
pose  of  computing  such  franchise  tax.  Amounts  applied  as 
provided  in  (2)  and  (4)  above  after  the  effective  date  of 
title  I  of  the  Farm  Credit  Act  of  1955  shall  be  allocated  on 
a  patronage  basis  approved  by  the  Farm  Credit  Adminis¬ 
tration.  At  the  end  of  any  fiscal  year,  any  portion  of  the 
reserve  established  under  (4)  above  which  is  no  longer 
deemed  necessary  shall  be  transferred  to  the  surplus  account 
and,  if  the  surplus  account  of  any  such  bank  for  cooperatives 
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exceeds  25  per  centum  of  the  sum  of  all  its  outstanding  cap¬ 
ital  stock,  the  bank  may  distribute  in  the  same  manner  as  a 
patronage  refund  any  part  or  all  of  such  excess  which  has 
been  allocated.  In  making  such  distributions,  the  oldest 
outstanding  allocations  shall  be  distributed  first.  Wherever 
used  in  this  Act,  the  words  ‘surplus  account’  as  applied  to 
any  bank  for  cooperatives  shall  mean  any  surpluses  and  con¬ 
tingency  reserves  shown  on  the  hooks  of  the  banks  as  of  the 
offective  date  of  title  I  of  the  Farm  Credit  Act  of  1955  and 
any  amounts  applied  as  provided  in  (2)  above  after  the 
effective  date  of  said  title  I.  Said  surplus  account  shall  be 
divided  to  show  the  amounts  thereof  subject  to  allocation  as 
provided  in  this  section  and  may  be  further  subdivided  as 
prescribed  by  the  Farm  Credit  Administration.  In  the  event 
of  a  net  loss  in  any  fiscal  year  after  providing  for  all  oper¬ 
ating  expenses  (including  reasonable  valuation  reserves  and 
losses  in  excess  of  any  such  applicable  reserves),  such  loss 
shall  be  absorbed  by:  first,  charges  to  allocated  contingency 
reserves;  second,  charges  to  allocated  surplus;  third,  charges 
to  other  contingency  reserves  and  surplus  pro  rata  in  accord¬ 
ance  with  the  second  sentence  of  subsection  (c)  of  this  sec¬ 
tion;  fourth,  the  impairment  of  class  C  stock;  and  fifth,  the 
impairment  of  all  other  stock. 

“(b)  Patronage  Refunds. — The  patronage  refunds 
of  each  regional  bank  for  cooperatives  shall  be  paid  in 


1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 


13 


class  C  stock  to  borrowers,  as  defined  by  the  Farm  Credit 
Administration  for  the  purposes  of  this  subsection,  during 
the  fiscal  year  for  which  the  refunds  are  declared.  Patron¬ 
age  refunds  of  the  Central  Bank  for  Cooperatives  shall  be 
paid  in  class  C  stock  to  the  regional  banks  for  cooperatives 
upon  the  basis  of  interests  held  by  the  central  bank  in  loans 
made  by  the  regional  banks  and  upon  direct  loans  made 
by  the  central  bank  to  cooperative  associations;  and  any 
part  of  such  refunds  derived  from  such  direct  loans  of  the 
central  bank  shall  be  paid  in  class  C  stock  issued  to  the 
regional  bank  or  banks  which  issued  to  the  borrower  the 
stock  incident  to  the  loans,  or  to  a  regional  hank  or  banks 
designated  by  the  Farm  Credit  Administration,  and  such 
bank  or  banks  shall  issue  a  like  amount  of  class  C  stock  to 
the  borrowers.  All  patronage  refunds  shall  be  paid  in  the 
proportion  that  the  amount  of  interest  earned  on  the  loans 
of  each  borrower  bears  to  the  total  interest  earned  on  the 
loans  of  all  borrowers  during  the  fiscal  year. 

“(c)  Application-  of  Assets  on  Liquidation  or 
Dissolution. — In  the  case  of  liquidation  or  dissolution  of 
any  bank  for  cooperatives,  after  the  payment  or  retirement, 
as  the  case  may  be,  first,  of  all  liabilities ;  second,  of  all  capital 
stock  issued  before  the  effective  date  of  title  I  of  the  Farm 
Credit  Act  of  1955  held  by  cooperative  associations  at  par, 
all  class  A  stock  at  par,  and  all  class  B  stock  at  par;  and 
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third,  of  all  class  0  stock  at  par;  any  surpluses  and  con¬ 
tingency  reserves  then  remaining  shall  be  distributed  as  pro¬ 
vided  in  this  subsection.  If  necessary  in  absorbing  losses, 
allocated  contingency  reserves  and  allocated  surpluses  shall 
be  exhausted  first  in  accordance  with  rules  prescribed  by 
the  Farm  Credit  Administration  and  other  contingency  re¬ 
serves  and  surpluses  shall  be  used  pro  rata.  Any  surpluses 
and  contingency  reserves  which  were  on  hand  as  of  the 
effective  date  of  said  title  I,  shall  be  apportioned  on  the  basis 
of  stock  ownership  in  the  bank  on  such  date  and  that  part 
of  such  surpluses  and  reserves  so  apportioned  to  stock  owned 
by  the  United  States,  shall  be  paid  into  the  Treasury  as 
miscellaneous  receipts  and  that  part  of  such  surpluses  and 
reserves  so  apportioned  to  stock  owned  by  all  others  shall 
be  paid  to  the  holders  of  outstanding  stock  issued  before 
the  effective  date  of  said  title  I  and  class  C  stock  pro  rata: 
Provided,  That  if  the  central  hank  is  liquidated  or  dissolved 
before  the  regional  banks,  that  part  of  such  surpluses  and 
reserves  so  apportioned  to  stock  owned  by  the  United  States 
shall  be  distributed  to  the  regional  banks  on  the  basis  of 
stock  held  by  them  in  the  central  bank,  and  the  amount 
so  distributed  shall  be  added  to  the  corresponding  surplus 
and  reserve  of  each  regional  bank  subject  to  payment  into 
the  Treasury  as  miscellaneous  receipts  upon  liquidation  or 
dissolution  of  such  regional  bank.  Any  allocated  surpluses 
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and  allocated  contingency  reserves  then  remaining  shall  be 
distributed  as  allocated  on  the  books  of  the  bank.” 

Sec.  104.  Section  31  of  the  Farm  Credit  Act  of  1933  is 
amended  to  read  as  follows : 

“Sec.  31.  Board  of  Directors  of  Central  Bank.— 
The  Central  Bank  for  Cooperatives  shall  have  seven  directors. 
Of  this  number  four  shall  be  appointed  by  the  Governor  of 
the  Farm  Credit  Administration,  by  and  with  the  advice  and 
consent  of  the  Federal  Farm  Credit  Board,  and  three  shall 
be  elected  by  the  regional  banks  for  cooperatives  and  coop¬ 
erative  associations:  Provided,  That  the  terms  of  office  of 
directors  established  prior  to  the  effective  date  of  title  I  of 
the  Farm  Credit  Act  of  1955  shall  continue  through  the 
thirty-first  day  of  December  next  following  the  effective  date 
of  said  title  I  and  shall  expire  at  the  end  of  that  day.  Three 
of  the  directors  appointed  by  the  Farm  Credit  Administration 
shall  be  appointed  for  terms  of  one  year,  two  years,  and  three 
years,  respectively,  as  designated  at  the  time  of  appointment 
and  the  fourth  appointed  director  shall  be  appointed  for  a 
term  of  three  years  and  thereafter  each  appointed  director 
shall  be  appointed  for  a  term  of  three  years.  Any  appointed 
director  may  be  removed  at  pleasure  at  any  time  by  the  Farm 
Credit  Administration.  The  Farm  Credit  Administration 
shall  prescribe  rules  and  regulations  for  the  nominations  and 
elections  required  by  this  section.  Sufficiently  in  advance  of 
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the  first  day  of  January  next  following  the  effective  date  of 
title  I  of  the  Farm  Credit  Act  of  1955,  and  at  any  time 
subsequent  to  the  enactment  thereof,  the  Farm  Credit  Ad¬ 
ministration  shall  take  all  action  necessary  in  order  to  permit 
the  elections  hereby  provided  and  shall  group  the  several 
farm  credit  districts  into  three  areas,  each  of  which  shall  he 
comprised  of  four  contiguous  farm  credit  districts,  and  a 
director  shall  be  elected  from  nominees  from  each  of  such 
areas  by  regional  banks  for  cooperatives  of  the  area  and 
cooperative  associations  of  the  area  eligible  to  vote.  The 
three  elected  directors  shall  be  elected  for  terms  of  one  year, 
two  years,  and  three  years,  respectively,  as  shall  be  desig¬ 
nated  by  the  Farm  Credit  Administration  and  thereafter 
elected  directors  shall  be  elected  for  terms  of  three  years: 
Provided,  That  whenever,  as  determined  by  the  Farm  Credit 
Administration,  the  sum  of  the  capital  stock  and  subscriptions 
to  the  guaranty  fund  of  the  central  bank  held  by  persons 
other  than  the  Governor  of  the  Farm  Credit  Administration 
on  behalf  of  the  United  States  and  surplus  and  reserve 
accounts  of  said  bank  shall  equal  or  exceed  66f  per  centum 
of  the  total  capital  stock,  subscriptions  to  the  guaranty  fund 
and  surplus  and  reserve  accounts  of  said  bank  as  of  the  date 
three  months  before  the  expiration  of  the  term  of  office  of  any 
appointed  director,  except  the  fourth  appointed  director, 
whose  term  next  expires,  the  successor  to  such  director  shall 
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be  elected  from  nominees  for  a  term  of  three  years  by  regional 
banks  for  cooperatives  of  the  area  and  cooperative  associa¬ 
tions  of  the  area  eligible  to  vote  on  a  basis  of  areas  comprised 
of  two  contiguous  farm  credit  districts  as  designated  by  the 
Farm  Credit  Administration.  Appointed  directors  except 
the  fourth  appointed  director  shall  continue  to  be  replaced 
by  elected  directors  in  accordance  with  the  foregoing  provi¬ 
sions  until  the  total  number  of  elected  directors  shall 
be  six,  elected  one  from  each  of  six  such  areas  com¬ 
prised  of  two  contiguous  farm  credit  districts.  Whenever, 
as  determined  by  the  Farm  Credit  Administration, 
the  sum  of  the  capital  stock  and  subscriptions  to 
the  guaranty  fund  of  the  central  bank  held  by  per¬ 
sons  other  than  the  Governor  of  the  Farm  Credit  Ad¬ 
ministration  on  behalf  of  the  United  States  and  surplus 
and  reserve  accounts  of  said  bank  shall  not  equal  or  exceed 
66f  per  centum  of  the  total  capital  stock,  subscriptions 
to  the  guaranty  fund  and  surplus  and  reserve  accounts  of 
the  bank  as  of  the  date  three  months  before  the  expiration 
of  the  term  of  office  of  any  elected  director  whose  term  next 
expires,  the  successor  to  such  elected  director  shall,  if  the 
number  of  elected  directors  then  exceeds  three,  be  appointed 
by  the  Governor  of  the  Farm  Credit  Administration  by  and 
with  the  advice  and  consent  of  the  Federal  Farm  Credit 
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Board  for  a  term  of  three  years.  In  any  such  case  where 
only  one  additional  appointed  director  is  needed  in  order  to 
increase  the  total  number  of  appointed  directors  to  four, 
and  the  terms  of  office  of  more  than  one  elected  director 
next  expire,  the  Farm  Credit  Administration  shall  designate 
the  one  of  such  next  expiring  terms  of  ^office  which  shall 
be  replaced  by  the  additional  appointed  director.  Any 
vacancy  in  the  Board  whether  filled  by  appointment  or  by 
election  shall  be  filled  for  the  unexpired  term  in  the  same 
manner  in  which  the  vacant  office  was  filled.  Each  regional 
bank  for  cooperatives,  each  cooperative  association  which  is 
a  direct  borrower  from  the  central  bank,  each  holder  of  one 
or  more  shares  of  class  C  stock  in  a  regional  bank  for 
cooperatives  which  is  eligible  to  vote  under  section  42  (a) 

( 3 ) ,  and  each  holder  of  one  or  more  shares  of  stock  in  the 
central  bank  or  any  regional  bank  for  cooperatives  issued 
before  the  effective  date  of  title  I  of  the  Farm  Credit  Act 
of  1955  which  is  eligible  to  vote  shall  be  eligible  to  vote 
for  directors  of  the  central  bank  and  each  such  holder  shall 
be  entitled  to  one  vote  only  without  regard  to  the  number 
of  shares  held  in  any  one  or  more  of  said  banks,  and  the 
vote  of  any  such  holder  of  stock  in  more  than  one  bank 
shall  be  cast  only  with  respect  to  elections  in  the  area  in 
which  is  located  the  main  office  of  such  holder.  Elected 
directors  shall  have  been,  for  at  least  two  years,  residents 


1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 


19 


of  the  area  for  which  they  are  elected.  No  person  shall  be 
eligible  for  nomination,  election,  or  appointment  as  a  director 
if  such  person  has  within  one  year  next  preceding  the  com¬ 
mencement  of  the  term  been  a  salaried  officer  or  employee 
of  the  Farm  Credit  Administration  or  of  any  corporation 
operating  under  its  supervision.  Any  person  who  is  a  mem¬ 
ber  of  the  Federal  Farm  Credit  Board  or  a  district  farm 
credit  board  when  appointed  or  elected  as  director  shall 
resign  as  a  member  of  the  Federal  Farm  Credit  Board  or  the 
district  board  before  assuming  his  duties  as  director  of  the 
central  bank.  No  person  who  becomes  such  director  shall 
be  eligible  to  continue  to  serve  if  he  becomes  a  member 
of  the  Federal  Farm  Credit  Board  or  any  district  farm  credit 
board  or  an  officer  or  employee  of  the  Farm  Credit  Admin¬ 
istration  or  an  officer  or  employee  of  any  corporation 
operating  under  the  supervision  of  the  Farm  Credit 
Administration.” 

Sec.  105.  Section  32  of  the  Farm  Credit  Act  of  1933 
is  amended  to  read  as  follows : 

“Sec.  32.  Powers  of  Board  of  Directors  of  Cen¬ 
tral  Bank. — The  Board  of  Directors  of  the  Central  Bank 
for  Cooperatives  shall  elect  a  Chairman  and  Vice  Chairman 
from  among  its  members.  The  powers  of  the  Board  of 
Directors  shall  be  such  powers  as  may  be  prescribed  in  the 
charter  and  bylaws  with  the  approval  of  the  Farm  Credit 
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Administration :  Provided ,  That  said  Board  without  limita¬ 
tion  of  powers  conferred  by  section  GO  shall  have  power, 
subject  to  approval  of  the  Farm  Credit  Administration,  to 
appoint  and  fix  the  compensation  of  the  chief  executive  offi¬ 
cer  and  such  other  officers  and  employees,  experts,  and  con¬ 
sultants  as  may  he  necessary  for  the  efficient  conduct  of  the 
hank’s  business:  Provided  further ,  That  the  chief  executive 
officer  of  the  bank  shall  not  be  an  officer  or  employee  of 
the  Farm  Credit  Administration.” 

Sec.  106.  Section  38  of  the  Farm  Credit  Act  of  1933 
is  amended  by  adding  at  the  end  of  said  section  the  following 
new  sentence:  “After  the  effective  date  of  title  I  of  the 
Farm  Credit  Act  of  1955  any  amendment  in  the  terms  of  the 
charter  issued  to  any  bank  for  cooperatives  and  any  regu¬ 
lation  issued  under  authority  of  this  section  or  otherwise 
affecting  lending  operations  of  any  such  bank  shall  he  con¬ 
sistent  with  the  principle  that  the  central  bank  shall  make 
loans  only  in  cases  where  it  is  not  practicable  for  the  loan 
to  be  made  by  a  regional  bank.” 

Sec.  107.  Section  41  of  the  Farm  Credit  Act  of  1933, 
as  amended,  is  amended  by  adding  a  new  paragraph  as 
follows : 

“Notwithstanding  any  other  provision  of  law,  any 
officer  or  employee  of  the  Farm  Credit  Administration  or  of 
any  bank  for  cooperatives  designated  to  act  as  custodian 
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of  collateral  securing  loans  made  by  any  such  bank  to  any 
cooperative  association  eligible  to  borrow  therefrom  may,  in 
accordance  with  regulations  of  the  Farm  Credit  Administra¬ 
tion,  act  at  the  same  time  as  custodian  of  collateral  securing 
loans  made  by  any  other  lenders  to  any  cooperative  associa¬ 
tion  eligible  to  borrow  from  any  such  bank.” 

Sec.  108.  (a)  Section  33  of  the  Farm  Credit  Act  of 
1933  is  amended  by  striking  the  words  “Chairman  of  the 
Board”  in  the  last  sentence  of  said  section  and  substituting 
in  lieu  thereof  the  words  “Board  of  Directors”. 

(b)  Section  34  of  the  Farm  Credit  Act  of  1933,  as 
amended,  is  amended  by  striking  the  words  “Chairman  of  its 
Board  of  Directors”  in  the  first  paragraph  of  said  section  and 
substituting  in  lieu  thereof  the  wrords  “Farm  Credit 
Administration”. 

Sec.  109.  Subsection  (a)  of  section  8  of  the  Agricul¬ 
tural  Marketing  Act,  as  amended,  is  amended  to  read  as 
follows : 

“(a)  Loans  to  cooperative  associations  made  by  any 
bank  for  cooperatives  shall  bear  such  rates  of  interest  as 
the  board  of  directors  of  the  bank  shall  from  time  to  time  de¬ 
termine  with  the  approval  of  the  Farm  Credit  Administra¬ 
tion,  but  in  no  case  shall  the  rate  of  interest  exceed  6  per 
centum  per  annum  on  the  unpaid  principal  of  a  loan.” 
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Sec.  110.  (a)  Section  65  of  the  Farm  Credit  Act  of 
1933  is  amended  by  striking  the  word  “regional'’  in  the  first 
sentence  of  said  section. 

(b)  Section  66  of  the  Farm  Credit  Act  of  1933,  as 
amended,  is  hereby  repealed. 

(c)  The  second  sentence  of  section  7  (a)  of  the  Farm 
Credit  Act  of  1953  is  hereby  repealed. 

(d)  Section  6  of  the  Act  approved  January  23,  1932 
(47  Stat.  14) ,  is  amended  by  adding  immediately  following 
the  comma  after  the  word  “Act”  where  it  first  appears  the 
following:  “the  Farm  Credit  Act  of  1933”. 

Sec.  111.  This  title  shall  be  applicable  to  loans  made 
before  its  effective  date  from  the  date  on  which  they  may 
be  changed  by  agreement  to  conform  hereto,  otherwise,  ex¬ 
cept  as  provided  in  this  title,  such  loans  shall  be  treated 
as  though  this  title  had  not  been  enacted.  Any  cooperative 
association  owning  capital  stock  or  guaranty  fund  credits 
in  any  bank  for  cooperatives  issued  before  the  effective  date 
of  this  title  which  is  eligible  to  vote  shall,  as  long  as  such 
eligibility  continues,  be  entitled  to  vote  to  the  same  extent 
as  a  holder  of  class  C  stock  which  is  eligible  to  vote;  any 
cooperative  association  owning  such  stock  or  guaranty  fund 
credits  shall  be  entitled  to  have  such  stock  or  credits  retired 
as  though  this  title  had  not  been  enacted;  and  any  such 
association  may  with  the  consent  of  the  bank  have  such  stock 
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or  credits,  if  it  is  found  eligible  to  own  class  B  or  class  C 
stock,  converted  in  whole  or  in  part  into  class  B  or  class  C 
stock  or  equivalent  guaranty  fund  credits:  Provided,  That 
any  hank  for  cooperatives  with  the  approval  of  the  Farm 
Credit  Administration  may  retire  at  any  time  capital  stock 
or  guaranty  fund  credits  issued  before  the  effective  date  of 
this  title  held  by  any  cooperative  association  and  may  hold 
the  proceeds  of  such  retired  stock  or  guaranty  fund  credits  as 
security  for  any  indebtedness  of  the  association  to  the  bank. 

Sec.  112.  This  title  shall  take  effect  on  the  first  day  of 
the  month  next  following  one  hundred  and  twenty  days  after 
its  enactment. 

TITLE  II— PRODUCTION  CREDIT  SYSTEM 

Sec.  201.  Section  4  of  the  Farm  Credit  Act  of  1933  is 
amended  to  read  as  follows : 

“Sec.  4.  (a)  Classes  of  Stock;  Amount;  Par 
Value;  Ownership;  Dividends;  Preference  Upon 
Liquidation. — Each  production  credit  corporation  shall 
have  the  following  classes  of  stock,  all  of  which  shall  have 
a  par  value  of  $100  per  share: 

“(1)  Class  A  stock  shall  be  issued  to  and  held  by  the 
Governor  of  the  Farm  Credit  Administration  on  behalf  of 
the  United  States  in  exchange  share  for  share  for  stock 
of  the  respective  production  credit  corporations  held  by  the 
Governor  on  the  effective  date  of  title  II  of  the  Farm  Credit 
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Act  of  1955.  Class  A  stock  shall  be  nonvoting  and  no  divi- 
dents  shall  be  paid  thereon.  At  the  end  of  each  fiscal  year, 
each  of  such  corporations  shall  determine  the  amount  of 
class  A  stock  that  it  shall  retire,  which  shall  not  he  less  than 
10  per  centum  of  the  amount  of  stock  of  the  corporation 
held  by  the  Governor  on  behalf  of  the  United  States  on 
the  effective  date  of  title  II  of  the  Farm  Credit  Act  of  1955: 
Provided,  That  any  amount  retired  in  excess  of  such  10  per 
centum  in  one  year  may  be  used  to  reduce  to  that  extent 
the  amount  of  stock  required  to  be  retired  in  any  subsequent 
year.  Funds  from  the  retirement  of  class  A  stock  shall  be 
paid  into  the  revolving  fund  authorized  by  section  5  and 
shall  continue  to  be  available  for  the  purchase  of  class  C 
stock  in  accordance  with  paragraph  (3)  of  this  subsection. 

“(2)  Class  B  stock  may  be  issued  only  to  production 
credit  associations.  Such  stock  shall  be  issued  at  par  and 
no  dividends  shall  be  paid  on  it.  Each  holder  of  class  B 
stock  shall  be  entitled  to  one  vote  for  each  share  of  stock 
held  by  it.  Each  production  credit  corporation  shall  from 
time  to  time  determine  the  amount  of  its  class  B  stock  which 
shall  be  subscribed  to  and  purchased  by  the  production  credit 
associations  of  the  district.  The  minimum  amount  of  such 
stock  subscribed  to  and  purchased  by  such  associations  shall 
not  be  less  than  an  amount  computed  as  the  sum  of  the 
following:  As  to  each  association,  3  per  centum  of  the 
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amount  of  its  stock  held  by  persons  other  than  the  corpora¬ 
tion  or  $5,000,  whichever  is  the  greater.  The  subscriptions 
to  such  stock  by  the  associations  shall  be  allocated  by  the 
corporation  upon  an  equitable  basis  and  the  amounts  of  sub¬ 
scriptions  and  purchases  of  such  stock  by  the  associations 
may  be  adjusted  annually:  Provided,  That  such  stock  of  a 
corporation  outstanding  shall  not  be  less  than  such  minimum. 
The  stock  ownership  requirements  of  this  subsection  shall 
also  apply  to  any  association  organized  after  the  effective 
date  of  title  II  of  the  Farm  Credit  Act  of  1955.  In  case  of 
liquidation  or  dissolution  of  any  association,  the  stock  of  the 
corporation  owned  by  such  association  shall  be  canceled  and 
the  association  paid  the  par  value  of  such  stock. 

“  (3)  Class  C  stock  may  be  issued  in  amounts  approved 
by  the  Farm  Credit  Administration.  The  Governor  of  the 
Farm  Credit  Administration  may  purchase  class  C  stock 
of  any  production  credit  corporation  from  time  to  time  in 
such  amounts  as  he  determines  are  required  to  meet  the 
credit  needs  of  the  district  served  by  such  corporation. 
Payments  for  stock  purchased  by  the  Governor  shall  be 
made  out  of  the  revolving  fund  authorized  by  section  5  and 
such  stock  shall  be  held  by  him  on  behalf  of  the  United 
States.  Class  C  stock  shall  be  issued  only  at  par  and  shall 
be  nonvoting.  When  declared  by  its  board  of  directors  and 
approved  by  the  Farm  Credit  Administration,  any  such 
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corporation  may  pay  dividends  on  class  C  stock  at  a  rate 
not  exceeding  the  average  annual  rate  of  interest  on  all 
public  issues  of  public  debt  obligations  of  the  United  States 
issued  during  the  fiscal  year  next  before  any  such  dividend 
is  so  declared,  as  certified  to  the  Farm  Credit  Administra¬ 
tion  by  the  Secretary  of  the  Treasury.  Dividends  on  class 
C  stock  shall  not  be  cumulative.  After  all  class  A  stock 
has  been  retired,  class  C  stock  may  be  called  for  retire¬ 
ment  at  par  in  amounts  approved  by  the  Farm  Credit 
Administration. 

“  (4)  In  the  case  of  liquidation  or  dissolution  of  any 
production  credit  corporation,  after  the  payment  or  retire¬ 
ment,  as  the  case  may  be,  first,  of  all  liabilities;  second, 
of  all  class  A  stock  at  par  and  all  class  C  stock  at  par; 
any  sums  remaining  shall  be  paid  pro  rata  to  the  holders 
of  outstanding  class  B  stock. 

“  (b)  Payment  of  Expenses  of  Production  Credit 
Corporations  by  Production  Credit  Associations. — 
Beginning  on  the  effective  date  of  title  II  of  the  Farm  Credit 
Act  of  1955  expenses  of  each  production  credit  corporation 
shall  be  allocated  in  such  manner  and  amounts  as  shall  be 
determined  by  the  board  of  directors  of  the  corporation  and 
shall  be  paid  by  the  production  credit  associations  of  the 
district:  Provided ,  That  such  allocations  shall  be  made 
annually  and  shall  be  progressively  increased  in  such  man- 
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ner  that  no  later  than  the  tenth  year  after  the  effective  date 
of  title  II  of  the  Farm  Credit  Act  of  1955  all  expenses  of 
the  corporation  not  covered  by  income  of  the  corporation 
shall  be  paid  by  such  associations. 

“(c)  Postponement  of  Stock  Retirement  and 
Payment  of  Expenses  Under  Special  Circum¬ 
stances. — Notwithstanding  the  foregoing  provisions  of  this 
section — 

“  ( 1 )  the  board  of  directors  of  a  production  credit 
corporation  may,  because  of  adverse  conditions  in  the 
district,  reduce  the  amount  of  class  A  stock  to  be  retired 
during  any  year  to  the  extent  the  board  determines  nec¬ 
essary  in  order  to  meet  the  credit  needs  of  the  district: 
Provided,  That  all  class  A  stock  of  the  corporation  shall 
be  retired  on  or  before  the  end  of  the  tenth  year  after 
the  effective  date  of  title  II  of  the  Farm  Credit  Act  of 
1955;  and 

“(2)  the  board  of  directors  of  a  production  credit 
corporation  may,  because  of  adverse  conditions  in  the 
district,  defer  in  whole  or  in  part  the  amounts  which 
otherwise  would  be  paid  by  the  production  credit  asso¬ 
ciations  under  subsection  (b)  of  this  section  in  any  year 
to  the  extent  the  board  determines  necessary  in  order 
to  enable  the  associations  to  provide  adequate  credit 
service  to  farmers  at  reasonable  costs:  Provided,  That 
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after  the  thirteenth  year  following  the  effective  date  of 
title  II  of  the  Farm  Credit  Act  of  1955  all  expenses  of 
the  corporation  not  covered  by  income  of  the  corpora¬ 
tion  shall  be  paid  by  such  associations. 

“  (d)  Any  action  by  the  board  of  directors  of  any  pro¬ 
duction  credit  corporation  under  the  provisions  of  this  sec¬ 
tion  shall  be  subject  to  the  approval  of  the  Farm  Credit 
Administration.” 

Sec.  202.  Section  21  of  the  Farm  Credit  Act  of  1933 
is  amended  by  striking  out  of  the  fifth  sentence  the  words 
“All  stock  shall  share  in  dividend  distributions  without 
preference”  and  substituting  therefor  the  words  “Dividends 
may  he  paid  on  class  A  and  class  B  stock  without  preference 
or  on  class  A  stock  alone,  as  the  hoard  of  directors  of  the 
association  may  determine”. 

Sec.  203.  Section  22  of  the  Farm  Credit  Act  of  1933  is 
amended  to  read  as  follows : 

“Sec.  22.  (a)  Each  production  credit  association  shall, 
at  the  end  of  each  fiscal  year,  apply  the  amount  of  its  earn¬ 
ings  in  excess  of  operating  expenses  (including  provision  for 
reasonable  valuation  reserves)  during  such  fiscal  year,  first, 
to  the  restoration  of  the  impairment,  if  any,  of  capital;  and, 
second,  to  the  establishment  and  maintenance  of  a  surplus 
account,  the  minimum  amount  of  which  shall  be  prescribed 
by  the  production  credit  corporation. 
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“  (b)  A  production  credit  association  may  pay  dividends 
of  not  to  exceed  7  per  centum  per  annum  when  such  pay¬ 
ments  are  approved  by  the  production  credit  corporation  of 
the  district  and  are  consistent  with  policies  established  under 
regulations  issued  by  the  Farm  Credit  Administration.” 

Sec.  204.  The  amounts  in  the  guaranty  fund  reserve 
and  the  reserve  account  for  bad  and  doubtful  debts  of  each 
production  credit  association  shall,  as  of  the  effective  date  of 
this  title,  be  transferred  to  the  surplus  account  of  such  asso¬ 
ciation  established  pursuant  to  the  provisions  of  section  22 
of  the  Farm  Credit  Act  of  1933  as  amended  by  section  203 
of  this  title. 

Sec.  205.  Section  23  of  the  Farm  Credit  Act  of  1933 
is  amended  to  read  as  follows : 

“Sec.  23.  Each  production  credit  association  shall,  under 
such  rules  and  regulations  as  may  he  prescribed  by  the  pro¬ 
duction  credit  corporation  of  the  district  with  the  approval 
of  the  Farm  Credit  Administration,  invest  its  funds  and  make 
loans  to  farmers  for  general  agricultural  purposes.  Such 
loans  shall  be  made  on  such  terms  and  conditions,  at  such 
rates  of  interest,  and  with  such  security  as  may  be  prescribed 
by  the  corporation.  No  borrower  shall  be  indebted  to  the 
association  at  any  one  time  in  an  amount  in  excess  of  15 
per  centum  of  the  capital  and  surplus  of  the  association  un¬ 
less  the  loan  has  the  prior  approval  of  the  corporation,  or  in 
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excess  of  35  per  centum  of  the  capital  and  surplus  of  the  as¬ 
sociation  unless  the  loan  also  has  the  prior  approval  of  the 
Farm  Credit  Administration.  Borrowers  shall  be  required 
to  own,  at  the  time  the  loan  is  made,  class  B  stock  of  the 
association  in  an  amount  equal  in  fair  book  value  (not  to 
exceed  par) ,  as  determined  by  the  association,  to  $5  per 
$100  or  fraction  thereof  of  the  amount  of  the  loan.  Such 
stock  shall  not  be  canceled  or  retired  upon  payment  of  the 
loan  but  may  be  transferred  or  exchanged  as  provided  in 
section  21  of  this  Act.” 

Sec.  206.  The  last  sentence  of  section  63  of  the  Farm 
Credit  Act  of  1933  is  hereby  amended  to  read  as  follows: 
“The  exemption  provided  herein  shall  not  apply  with  respect 
to  any  production  credit  association  or  its  property  or  income 
after  the  class  A  stock  held  in  it  by  the  production  credit 
corporation  has  been  retired,  or  with  respect  to  the  Central 
Bank  for  Cooperatives,  or  any  production  credit  corpora¬ 
tion  or  bank  for  cooperatives,  or  its  property  or  income  after 
the  stock  held  in  it  by  the  United  States  has  been  retired.” 

Sec.  207.  (a)  The  Government  Corporation  Control 
Act  is  amended  by  deleting  from  section  101  the  following: 
“production  credit  corporations;”;  by  inserting  “production 
credit  corporations,  (4)  ”  in  section  201  immediately  follow¬ 
ing  “  (3)  ”;  and  by  changing  “  (4)  ”  to  “  (5)  ”. 

(b)  Section  3679  of  the  Bevised  Statutes,  as  amended, 
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is  amended  by  striking  the  period  at  the  end  of  subsection 
(d)  (2)  of  said  section  and  adding  in  lieu  thereof  the 

following:  or  to  any  production  credit  corporation  organ¬ 

ized  pursuant  to  the  Farm  Credit  Act  of  1933.”. 

(c)  No  appropriation  Act  shall  apply  to  a  production 
credit  corporation  on  and  after  the  effective  date  of  this  title. 

Sec.  208.  This  title  shall  become  effective  the  first  day 
of  the  fiscal  year  next  commencing  after  its  enactment. 
TITLE  III— FEDERAL  LAND  BANK  SYSTEM 
Sec.  301.  Sections  3,  7,  and  8  of  the  Federal  Farm 
Loan  Act,  as  amended,  are  amended — 

(a)  by  changing  next  to  the  last  paragraph  of 
section  3  to  read  as  follows:  “The  Farm  Credit  Admin¬ 
istration  shall  prescribe  a  form  for  the  statement  of  con¬ 
dition  of  national  farm  loan  associations  and  land  banks 
under  its  supervision,  which  shall  be  filled  out  by  each 
such  association  or  bank  and  transmitted  to  said  admin¬ 
istration  as  required  by  it.”; 

(b)  by  changing  the  fifth  sentence  of  the  fourth 
paragraph  of  section  7  to  read  as  follows:  “He  shall 
make  a  report  to  the  Farm  Credit  Administration  as 
required  by  it  upon  forms  to  be  provided  for  that 
purpose.”;  and 

(c)  by  deleting  the  last  sentence  of  section  8. 
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Sec.  302.  The  last  paragraph  of  section  5  of  the  Federal 
Farm  Loan  Act,  as  amended,  is  repealed. 

Sec.  303.  Section  10  of  the  Federal  Farm  Loan  Act, 
as  amended,  is  amended  by  adding  at  the  end  thereof  a 
new  paragraph  as  follows : 

“Notwithstanding  any  other  provision  of  this  Act  to  the 
contrary,  subject  to  the  approval  of  the  Farm  Credit  Admin¬ 
istration,  the  investigation  and  the  written  report  or  reports 
on  the  value  of  the  security  offered  for  a  Federal  land  bank 
loan,  which  otherwise  are  required  by  this  section  to  be  made 
by  land  bank  appraisers  appointed  under  the  authority  of 
section  3  of  this  Act,  may  be  made,  in  accordance  with 
appraisal  standards  prescribed  by  the  Farm  Credit  Adminis¬ 
tration,  by  any  person  (including  a  person  who  is  secretary- 
treasurer  of  a  national  farm  loan  association)  designated  so 
to  do  by  the  Federal  land  bank  of  the  district  ;  a  Federal 
land  bank  is  authorized  to  make  a  loan,  if  otherwise  author¬ 
ized,  on  the  basis  of  such  an  investigation  and  report  by  a 
person  so  designated;  and  a  loan  so  made  shall  be  eligible 
as  collateral  for  farm  loan  bonds  under  section  19  of  this 
Act,  if  otherwise  qualified  thereunder :  Provided,  That, 
within  one  year,  the  land  bank  shall  obtain  a  written  report 
on  the  security  for  the  loan  by  a  land  bank  appraiser 
appointed  under  section  3  of  this  Act,  in  terms  and  form 
prescribed  by  the  Farm  Credit  Administration,  and  such  a 
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loan  shall  be  eligible  as  collateral  for  farm  loan  bonds  there¬ 
after  only  if  such  report  by  a  land  bank  appraiser  establishes 
that  the  security  meets  the  standards  prescribed  by  the  Farm 
Credit  Administration  for  a  land  bank  loan,  and  in  no  event 
shall  any  such  loan  thereafter  be  carried  as  such  collateral 
for  bonds  at  more  than  65  per  centum  of  the  normal  value 
of  the  security  as  determined  by  such  land  bank  appraiser. 
Except  as  otherwise  specifically  provided  in  this  paragraph, 
all  provisions  of  this  Act  relating  to  loans  made  through 
national  farm  loan  associations  shall,  insofar  as  applicable, 
apply  with  respect  to  loans  made  on  such  investigations  and 
written  reports  by  such  designated  persons.” 

Sec.  304.  Section  12  of  the  Federal  Farm  Loan  Act, 
as  amended,  is  amended — 

(a)  by  changing  paragraph  “Fourth”  to  read  as 
follows:  “Such  loans  may  be  made  for  general  agricul¬ 
tural  purposes  and  other  requirements  of  the  owner  of 
the  land  mortgaged,  under  rules  and  regulations  of  the 
Farm  Credit  Administration.”; 

(b)  by  striking  out  the  period  at  the  end  of  the 
second  sentence  of  paragraph  “Fifth”  and  adding  the 
following :  “ ;  and,  consistent  with  community  standards, 
the  appraisal  may  also  reflect  home  advantages,  and  the 
availability  to  a  typical  operator  of  the  property  of 
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earnings  from  other  dependable  sources  to  supplement 
the  normal  earning  power  of  the  farm.” ; 

(c)  by  striking  out  “the  raising  of  livestock” 
wherever  it  appears  in  next  to  the  last  sentence  of  para¬ 
graph  “Sixth”  and  substituting  therefor  “farming  opera¬ 
tions”  and  by  striking  out  of  such  sentence  “Land  Bank 
Commissioner”  and  substituting  therefor  “Farm  Credit 
Administration”;  and 

(d)  by  striking  out  “$100,000”  from  paragraph 
“Seventh”  and  substituting  therefore  “$200,000”,  and 
by  striking  out  of  such  sentence  “but  loans  to  any  one 
borrower  shall  not  exceed  $25,000  unless  approved  by 
the  Land  Bank  Commissioner,”. 

Sec.  305.  Paragraph  “Nineteenth”  of  section  13  of  the 
Federal  Farm  Loan  Act,  as  amended,  is  amended  by  adding 
at  the  end  thereof  a  new  sentence  as  follows:  “Such  a 
deferment  may  be  permitted  for  other  purposes  for  a  period 
not  exceeding  five  years  under  regulations  prescribed  by  the 
Farm  Credit  Administration.”. 

Sec.  306.  (a)  That  part  of  section  23  of  the  Federal 
Farm  Loan  Act,  as  amended,  which  precedes  the  last 
paragraph,  is  amended  to  read  as  follows:  “Every  Federal 
land  bank  shall  semiannually  carry  to  reserve  account  a 
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sum  not  less  than  50  per  centum  of  its  net  earnings  until 
said  reserve  account  shall  show  a  credit  balance  equal  to 
the  outstanding  capital  stock  of  said  land  bank.  After  said 
reserve  is  equal  to  the  outstanding  capital  stock  10  per 
centum  of  the  net  earnings  shall  be  added  thereto  semi¬ 
annually  until  said  reserve  account  shall  show  a  credit  bal¬ 
ance  equal  to  150  per  centum  of  the  outstanding  capital  stock 
of  said  land  bank,  and  any  land  hank  having  a  credit  balance 
in  said  reserve  account  in  excess  of  150  per  centum  of  its 
outstanding  capitol  stock  may  withdraw  such  excess  from 
said  reserve  account  with  the  approval  of  the  Farm  Credit 
Administration.  Whenever  said  reserve  shall  have  been 
impaired  it  shall  be  fully  restored  before  any  dividends  are 
paid. 

“ After  deducting  the  50  per  centum  or  the  10  per 
centum  hereinbefore  directed  to  be  deducted  for  credit  to 
reserve  account,  any  Federal  land  bank  may  declare  a 
dividend  or  dividends  to  shareholders  of  the  whole  or  any 
part  of  the  balance  of  its  net  earnings,  but  only  with  the 
approval  of  the  Farm  Credit  Administration. 

“The  reserves  of  land  banks  shall  be  invested  in  accord¬ 
ance  with  rules  and  regulations  prescribed  by  the  Farm 
Credit  Administration.” 
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(b)  The  second  sentence  of  section  24  of  the  Federal 
Farm  Loan  Act,  as  amended,  is  amended  by  striking  out  the 
period  at  the  end  thereof  and  adding  the  following:  “until 
said  reserve  account  shall  show  a  credit  balance  equal  to  50 
per  centum  of  the  outstanding  capital  stock  of  said  associa¬ 
tion,  and  any  association  having  a  credit  balance  in  said  re¬ 
serve  account  in  excess  of  50  per  centum  of  its  outstanding 
capital  stock  may  withdraw  such  excess  from  said  reserve 
account  with  the  approval  of  the  Farm  Credit  Administra¬ 
tion.”. 

(c)  The  amendments  made  by  (a)  and  (b)  of  this  sec¬ 
tion  shall  become  effective  on  the  next  January  1  or  July  1 
whichever  first  succeeds  enactment  hereof. 

Sec.  307.  Section  601  (a)  of  the  Department  of  Agri¬ 
culture  Organic  Act  of  1944  is  amended  by  inserting  after 
“Federal  land  banks,”,  the  second  time  it  appears  therein, 
“national  farm  loan  associations,”;  by  striking  out  “joint- 
stock  land  banks,”  wherever  it  appears  therein;  and  by 
striking  out  the  period  at  the  end  thereof  and  inserting 
“,  except  that  the  amounts  apportioned  to  national  farm 
loan  associations  shall  be  assessed  against  and  collected  from 
the  Federal  land  bank  of  the  district  which  may  in  turn  col¬ 
lect  such  amounts  from  the  associations  in  a  manner  approved 
by  the  Farm  Credit  Administration.”. 
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TITLE  IV— MISCELLANEOUS  PRO' VISIONS 
Sec.  401.  Section  5  (d)  of  the  Farm  Credit  Act  of 
1937,  as  amended,  is  amended — 

(a)  by  substituting  ‘‘six  months”  for  “three 
months”  wherever  it  occurs  in  paragraph  (2)  thereof; 
and 

(b)  by  adding  at  the  end  thereof  a  new  paragraph 
as  follows : 

“(4)  As  directed  by  the  Farm  Credit  Administration, 
the  election  of  a  director  under  section  5  (d)  (2)  by  any 
group  may  be  begun  any  time  within  six  months  before 
the  expiration  of  the  term  of  office  to  which  the  director 
is  to  succeed,  subject  to  the  required  determination  being 
made  as  of  the  date  six  months  before  the  expiration  of 
such  term  of  office  that  a  director  so  elected  by  such  group 
is  to  serve  in  lieu  of  a  district  director  (or  third  district 
director) .” 

Sec.  402.  Section  4  of  the  Farm  Credit  Act  of  1953 
is  amended — 

(a)  by  inserting  in  the  first  proviso  in  subsection 
(a)  “all  persons  so  tied  shall  be  considered  designated 
as  nominees”  in  lieu  of  “the  procedure  prescribed  therein 
shall  be  followed  again  until  the  tie  is  broken” ; 

(b)  by  inserting  before  the  period  at  the  end  of  the 
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second  sentence  of  subsection  (b)  except  that  one  full 
term  of  six  years  shall  be  considered  to  include  an  addi¬ 
tional  four  months  if  the  particular  term  is  one  which 
was  legally  extended  for  an  additional  four  months”; 
and 

(c)  by  adding  the  following  additional  sentence  at 
the  end  of  subsection  (c)  :  “All  terms  of  office  which 
otherwise  would  expire  on  November  30  of  any  year 
following  enactment  of  this  sentence  are  extended  four 
months  to  expire  on  the  following  March  31  so  that  the 
term  of  office  of  all  successors  to  the  terms  so  extended 
shall  begin  with  the  first  day  of  April.”. 

Sec.  403.  (a)  If  any  provision  of  this  Act,  or  the  appli¬ 
cation  thereof  to  any  person  or  circumstance,  is  held  invalid, 
the  remainder  of  the  Act,  and  the  application  of  such  pro¬ 
visions  to  other  persons  or  circumstances,  shall  not  be  affected 
thereby. 

(b)  The  right  to  alter,  amend,  or  repeal  this  Act  is 
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INTEREST  TO  THE  DEPARTMENT  OF  AGRICULTURE 

Issued  June  13,  1955 
For  actions  of  June  10,  1955 
8i+th-l£t,  Wo*  97 


'FFICE  OF  BUDGET  AND  FINANCE 
(For  Department  Staff  Only) 
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HIGHLIGHTS.  Senate  committe 
)ain  State  service 
CCC  administration 
loans  and  other 
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reported  bill  to  provide  retirement  credit  for  cer- 
and  Commerce  appropriation  bill.  Sen.  Humphrey  criticized 
House  committee  ordered  reported  bills  to  continue  livestock 
emergency  loans;  and  the  farm  credit  bill. 


SENATE 

1.  PERSONNEL.  The  Post  Office  and  Civil  Service  Committee  reported  with  amend¬ 

ments  S.  iQ/+l,  to  provide  for  the  inclusion  in  the  comoutation  of  accredited 
service,  under  the  Civil  Service  Retirement  Act,  of  certain  periods  of  service 
rendered  States  or  instrumentalities  of  States  (S.  Rept.  507)  (p.  6787). 

2.  COMMERCE  DEPARTMENT  APPROPRIATION  BILL,  195&*  The  Approoriations  Committee 

(during  adjournment)  reported  with  amendments  this  bill,  H.  R.  6367  (S.  Rept. 
512)  (p.  D535) .  It  was  announced  that,  if  possible,  the  bill  would  be  con¬ 
sidered  on  Tues.  (pp,  678I4.-5,  6800-1,  6802). 

}>,  BANKING,  The  Banking  and  Currency  Committee  reported  with  amendments  S.  I89I4-, 
to  provide  for  the  U.  S.  participation  in  the  International  Finance  Corpora¬ 
tion  (S.  Rept.  505)  (p.  6786). 

i+.  RECLAMATION.  The  Interior  and  Insular  Affairs  Committee  reported  without  amend¬ 
ment  S.  1177,  for  the  relief  of  desert  land  entrymen  whose  entries  are  depen¬ 
dent  upon  percolating  waters  for  reclamation  (S,  Rept.  508)  (p.  6787). 

Sen.  Humphrey  urged  the  elimination  of  the  proposed  Eoho  Park  dam  from 
the  upper  Colorado  River  project  and  inserted  a  Minneapolis  Star  article, 
"Colorado  River  ^lan  Threatens  Scenic  Canyons"  (pp.  6801-2). 

5*  CCC.  Sen.  Humphrey  discussed  a  survey  by  congressional  investigators  of  opera¬ 
tions  of  the  Department,  stated  there  is  "evidence  being  uncovered  of  flagrant 
and  serious  shortcomings  in  certain  administrative  activities  of  the  Depart¬ 
ment  of  Agriculture, " , and  inserted  several  nexvspaper  articles  on  the  CCC  grain 
storage  operations  (pp.  6797-6800) • 

6,  ADJOURNED  until  Tues.,  June  1I4.  (p.  6803).  Sen.  Stennis  announced  that  the 
calendar  and  the  Commerce  appropriation  bill  will  be  considered  Tues.  (pp. 
6800-1), 
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\  HOUSE  / 

7.  SUB>4ARGINAL  LANDS.  The  Agriculture  Committee  ordered  reported  with  amendments 

H.  k,  14.280,  to  direct  this  Department  to  release  conditions  in  two  deeds 
conveying  certain  submarginal  land3  to  Clemson  Agricultural  College  of  South 
Caroliri^  (o.  D53o) •  / 

8.  FARM  L0ANS\  The  Agriculture  Committee  ordered  reported  H.  R.  k915*  to  extend 

for  an  additional  2  years  the  period  for  emergency  assistance  to  farmers  and 
stockmen;  ano\with  amendments  H.  R.  5822,  to  extend  until  .June  30*  1957  (now 
June  $0,  1955)kthe  period  for  making  loans  in  emergencies7 to  farmers  and 
sto ckmen  for  agricultural  purpo s e s  (p .  D536) .  _ / _ _ _ 

The  Agriculture  Committee  ordered  reported  with  amendments  H.  R.  5168, 

to  provide  for  the  retirement  of  Government  capital  in  certain  institutions 
operating  under  the  supervision  of  FCA  and  to  increase  borrower  participation 
in  the  management  and  control  of  the  Federal  Farm  Credit  System  (p.  D537)* 
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BILLS  INTRODUCED 


x/by  Sen  Knowland  /for  Sen.  Dirksen), 

WATER  CONSERVATION.  S.  2l88,)(fcb  amend  the  Watershed  Protection  and  Flood  Pre¬ 


vention  Act  to  provide  that  the  Federal  Government  shall  pay  a  portion  of  the 
costs  of  certain  works  of  improvement  consxructed  for  purposes  of  water  con¬ 
servation;  to  Public  Works  Committee  (p ,/S'jQ’J )  • 


10.  COTTON.  S.  2196,  by  Sen.  Stennis  (for  himself  and  others),  to  amend  section 

3I4I4  of  the  Agricultural  Adjustment  Abt ,  of  1938*  as  amended,  relating  to  cotton 
acreage  allotments;  to  Agriculture  and  Forestry  Committee  (p.  6787)*  Remarks 
of  author  (pp.  6792-3 )• 


11.  ELECTRIFICATION.  S.  2199*  by  Gen.  Rilbright  authorizing  the  modification  of 
the  general  plan  for  the  comprehensive  development  of  the  White  River  Basin 
to  provide  for  additional  hydroelectric  power  envelopment,  for  the  control 
of  floods;  to  Public  Works ' Committee  (p#  6787)* 


12.  RECLAMATION.  S.  2202,  b^  Sen  Hayden  (for  himself  and  Sen.  Goldwater) ,  to 

authorize  the  Secretary  of  the  Interior  to  enter  into. an  additional  contract 
with  the  Yuma  County  Water  Users’  Association  with  respect  to  payment  of  con¬ 
struction  charges  on  the  valley  division,  Yuma  reclamation  project,  Ariz.; 
to  Interior  and  lobular  Affairs  Committee  (p.  6787). 


ITEMS  IN  APPENDIX 


FOREIGN  AID.  Sen.  Wiley  inserted  an  article  from  the  LaCrosse,  ^s.,  Register, 
outlining  the  statement  of  a  policy  endorsed  by  religious  leaders  of  Christian 
and  Jewish  faiths,  to  share  the  material  abundance  of  America  with  foreign 
countries  (pp.  Al4lli4-*5)* 


1I4.  recla: 


.TION.  Sen.  Anderson  stated  his  support  of  “a  vigorous  reclamation  pro- 
and  inserted  a  letter-to-the-editor  published  in  the  Denver  ’’ost  point- 
out  the  importance  of  irrigation  and  reclamation  in  an  expanding  eoonc 
AI4II46 )  • 

Extension  of  remarks  of  Rep.  Hosmer  criticizing  the  proposed  LaBarge 
project  and  stating  it  would  increase  production  of  surplus  orops  (p.  AI4I58). 


i.  MONOPOLIES.  Sen.  Humphrey  inserted  an  article  from  the  New  York  Journal- 

American,  ’’Fair  Trade  Laws:  A  Consumers’  Benefit,"  which  defended  our  free- 
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HIGHLIGHTS:  House  passed  Federal  pay  bill  and, forest  mining  bill*  House  passed 
bills  to  extend  livestock  loans  and  to  increase  per-diem  allowances.  House  re¬ 
ceived  conference  report  on  salt-water  research  bills  House  committee  reported 
farm  credit  bill.  Senate  passed  emergency  loans  extension  bill  and  defense  appro¬ 
priation  bill.  Sen,  Ellender  inserted  and  discussed  CCC  statement  on  price  support 
costs,  etc, 

»  SENATE 

> 

lo  EMERGENCY  LOANS*  Passed  as  reported  S,  1582,  which  would  extend  emergency  loans 
for  two  years  (pp,  7424-5), 

/  \ 

2®  APPROPRIATIONS,  Passed  with  amendments  H,  R,  6042,  making  appropriations  for 

the  Defense  Department  for  1956  (pp®  7388-7404,  ?407”9,  7410-24) » 

Postponed  debate  on  H.  R.  6499,  the  general  Government  matters  appropria¬ 
tions  bill  for  1956,  until  Tues,,  June  21  (p,  7428), 

3»  COMMODITY  CREDIT  CORPORATIONo  Sen®  Ellender  inserted  a  summary  of  the  price 
supports  program  and  Commodity  Credit  Corporation  activities  prepared  by  that 
Corporati  on  tpp»  7425-8) « 


MMIGRATIONo  Received  a  resolution  from  the  California  Legislature  urging  con¬ 
sideration  of  relief  measures  for  Mexioan  labor  immigrants  (p®  7360-2.)* 

\ 

\ 

RECLAMATION,  Received  a  resolution  from  the  California  Legislature  urging 
water  and  land  conservation  measures  in  the  Central  Valley  (pp,  7360-1), 
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\ 


Sen*  Carlson  inserted  a  resolution  from  the  Kansas  Watersheds  Associa¬ 
tion  urging  consideration  of  water  and  land  conservation  measures  in  that 
area  (pp.  7362-3).  1  ,  /  .  \ 

5*  SALT-WATER  RESEARCH.  Received  a  resolution  from  the  California  Legislature 
urging  that  some  of  saline  water  research  facilities  be  located  in  that  State 
(pp.  7360-1). 

6.  FARM  INCOME.  Sen.  Langer  inserted  a  resolution  from  the  machinists  associa¬ 
tion  urging  Congress  to  enact  legislation  equitable  to  the  small  family-type 
farmer  (p.  7362). 

\  /  '  1 

7o  RURAL  ELECTRIFICATION.  Sen.  Carlson  inserted  a  letter  and  resolution  from  a 

Kansas  electric  cooperative  association  opposing  recommendations  of  the 
"Hoover  Commission,"  which  would  change  any  aspect  of  the  rural  electric  co¬ 
operative  program  (p0  7362). 


\ 


8( 


ANIMAL  DISEASE.  Sen.  Wiley  inserted  a  newspaper  article  commenting  favorably 
on  voluntary  efforts  by  dairy  farmers  to  eliminate  and  control  Bang’s 
disease©  Sen.  Wiley  suggested  that  funds /continue  to  be  made  available  to 


the  Agriculture  Department  for  disease  research  and  control  (p*  7368 )« 


•t 


CONTRACTS.  The.  Finance  Committee  reported  with  amendments  H.  R.  I4.90I4.,  'to  ex“ 
tend  for  two  years  the  Renegotiation  Act  of  1951  (S.  Rept0  5 82 )  (p«  7363) « 


10, 


FOREIGN  TRADE.  Sen.  Martin,  Iowa,  inserted  his  statement  urging  restrictive 
measures  in  relation  to  American  participation  in  the  proppsed  general  agree¬ 
ment  on  trade  and  tariffs  (pp©  7369”70)‘ 


\ 


11, 


FOREST  LANDSe  Passed,  as  reported,  H.  R.  14.853*  to  authorize  the  sale  of  cer¬ 
tain  land  in  Alaska  to  the  Pacific  Northern  Timber  Company  (p.  7385) • 


HOUSE 


\ 


\ 


12.  PERSONNEL.  Passed,  370  to  3*  with  amendment S ©  67*.  providing  pay  increases 
for  Federal  employees  (pp.  71*37*  7kU3“&3)o'  :  House  and  Senate  conferees  werd 
appointed  (on.  7l+05”7-*  71+53 )°  For  provisions  of  this  bill  see  Digest  100. 

...The  Ways  and  Means  Committee  reported  without  amendment  Hi  R.  5560,  to 
make  permanent  the  existing  privilege  of  free  importation  of. personal  and 
household  effects  brought  into  the  U.  S.  under  Government  orders  (H.  Rept, 

859)  (p.  71+88  )0 
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SALT-WATER  RESEARCH©  Received  the  conference  report  on  H.  R» 
and  expand  the 'Interior  Department  research  program  on  convert! 
to  fresh  water  (H.  Rept.  86l)  (pp.  71+38-9) «  The  Senate  agreed 
ference  report  on  June  l6<J 


/,  to  continu; 
salt  water 
thi s  con- 


1 1*.  RECLAMATION.  Received  the  conference  report  on  H.  R.  103,  to  provide  >r  the 
construction  of  distribution  systems  on  authorized  Federal  reclamatic  Kproj- 
ects  by  irrigation  districts  and  other  public  agencies  (H.  Rept.  862) 

7l+39)o  The  Senate  agreed  to  this  conference  report  on  June  l6* 


15. 


FARM  LOANS.  The  Agriculture  Committee  reported  with  amendments  H©  R.  5168,  to 
provide  for  the  retirement  of  Government  capital  in  certain  institutions  oper¬ 
ating  under  the  supervision  of  FCA  and  to  inorease  borrower  participation  in 
the  management  and  control  of  the  Federal  Farm  Credit  System  (Ht  Rept.  -863) 

(p.  7I488). 


84th  Congress  )  HOUSE  OF  REPKESENTATIVES  J  Report 

1st  Session  f  |  No.  863 


FARM  CREDIT  ACT  OF  1955 


June  20,  1955. — Committed  to  the  Committee  of  the  Whole  House  on  the  State 
of  the  Union  and  ordered  to  be  printed 


)Mr.  Cooley,  from  the  Committee  on  Agriculture,  submitted  the 

following 

REPORT 

[To  accompany  H.  R.  5168] 

The  Committee  on  Agriculture,  to  whom  was  referred  the  bill 
(H.  R.  5168)  to  provide  for  retirement  of  the  Government  capital 
in  certain  institutions  operating  under  the  supervision  of  the  Farm 
Credit  Administration,  to  increase  borrower  participation  in  the  man¬ 
agement  and  control  of  the  Federal  farm  credit  system,  and  for 
other  purposes,  having  considered  the  same,  report  favorably  thereon 
with  amendments  and  recommend  that  the  bill,  as  amended,  do  pass. 

The  amendments  are  as  follows: 

Page  10,  line  14,  after  "Sec.  103”  insert  "(a)”. 

Page  12,  line  9,  strike  out  "offective”  and  insert  "effective”. 

Page  12,  beginning  on  line  20,  strike  out  "pro  rata  in  accordance 
with  the  second  sentence  of  subsection  (c)  of  this  section”. 

)  Page  13,  beginning  on  line  19,  strike  out  the  remainder  of  page  13, 
all  of  page  14,  and  through  line  2  on  page  15,  and  insert: 

“(c)  Application  of  Assets  on  Liquidation  or  Dissolution. — In  the  case 
of  liquidation  or  dissolution  of  any  bank  for  cooperatives,  after  the  payment  or 
retirement,  as  the  case  may  be,  first,  of  all  liabilities;  second,  of  all  capital  stock 
issued  before  the  effective  date  of  title  I  of  the  Farm  Credit  Act  of  1955  held  by 
cooperative  associations  at  par,  all  class  A  stock  at  par,  and  all  class  B  stock  at 
par;  and  third,  of  all  class  C  stock  at  par;  any  surpluses  and  contingency  reserves 
existing  on  the  effective  date  of  said  title  I  shall  be  paid  to  the  holders  of  out¬ 
standing  capital  stock  issued  before  the  effective  date  of  said  title  I,  class  A  stock 
and  class  C  stock  pro  rata,  and  any  remaining  surplus  and  contingency  reserves 
shall  be  distributed  to  those  entities  to  which  they  are  allocated  on  the  books  of 
the  bank.  If  it  should  become  necessary  to  use  any  surplus  or  contingency 
reserves  to  pay  any  liabilities  or  to  retire  any  capital  stock,  allocated  contingency 
reserves  and  surplus  shall  be  exhausted  first  in  accordance  with  rules  prescribed 
by  the  Farm  Credit  Administration.” 

(b)  For  purposes  of  applying  the  amendment  in  subsection  (a)  of  this  section, 
that  part  of  the  fiscal  year  1956  preceding  the  effective  date  of  title  I  of  this  Act 
and  that  part  of  such  year  following  said  effective  date  shall  be  deemed  to  be 
separate  fiscal  years. 
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Page  16,  line  23,  strike  out  “three”  and  insert  “six”. 

Page  17,  line  19,  strike  out  “three”  and  insert  “six”. 

Page  23,  beginning  on  line  14,  strike  out  all  of  section  201,  through 
page  28,  line  8,  and  renumber  following  sections  to  conform. 

Page  30,  beginning  on  line  20,  strike  out  all  of  sections  207  and  208 
through  page  31,  line  8. 

Page  34,  line  10,  strike  out  “therefore”  and  insert  “therefor”. 

Page  34,  line  13,  strike  out  the  period  at  the  end  of  subsection  (d) 
and  insert  “and  substituting  ‘but  loans  to  any  one  borrower  shall  not 
exceed  $100,000  unless  approved  by  the  Farm  Credit  Administra¬ 
tion’,”- 

Page  35,  line  10,  strike  out  “capitol”  and  insert  “capital”. 

Page  37,  line  2,  after  Sec.  401.  strike  out  through  and  including 
the  colon  on  line  8,  and  insert: 


(a)  Section  5  (b)  of  the  Farm  Credit  Act  of  1937,  as  amended,  is  amended  bv 
changing  the  sixth  sentence  thereof  to  read  as  follows: 

“After  the  date  of  enactment  of  the  Farm  Credit  Act  of  1955,  no  person  shall 
be  eligible  for  election  or  appointment  to  membership  on  said  Board  if  such  per-4 
son  has  within  one  year  next  preceding  the  commencement  of  the  term  been  a^ 
salaried  officer  or  employee  of  the  Farm  Credit  Administration,  or  a  salaried 
officer  or  employee  of  any  corporation  operating  under  the  supervision  of  the 
Farm  Credit  Administration.” 

(b)  Section  5  (d)  of  the  Farm  Credit  Act  of  1937,  as  amended,  is  amended — 

.  by  substituting  “six  months”  for  “three  months”  wherever  it  occurs 
in  paragraph  (2)  thereof;  and 

(2)  by  adding  at  the  end  thereof  a  new  paragraph  as  follows:”. 

Page  38,  line  9,  strike  out  “this  sentence”  and  insert  “the  Farm 
Credit  Act  of  1955”. 

Statement 


Section  2  of  the  Farm  Credit  Act  of  1953  (act  of  August  6,  1953) 
states  that  it  is  the  policy  of  Congress  “to  encourage  and  facilitate 
increased  borrower  participation  in  the  management,  control,  and 
ultimate  ownership  under  the  permanent  system  of  agricultural  credit 
made  available  through  institutions  operating  under  the  supervision 
of  the  harm  Credit  Administration.”  The  same  section  requires  the 
federal  Farm  Credit  Board,  established  by  the  1953  act,  to  studv  the 
lui  tlicr  steps  needed  to  carry  this  policy  into  effect  and  to  recommend 
to  Congress  such  additional  and  supplemental  legislation  as  mi°-ht  be 
required.  &  | 

The  Board  s  report,  including  a  draft  of  its  recommendations  in 
legislative  form,  was  submitted  to  Congress  on  December  8  1954  and 
printed  as  Senate  Document  7,  84th  Congress.  H.  R.  5168,  reported 

herewith,  embodies  most  of  the  recommendations  contained  in  that 
report. 

At  the  hearings  on  the  bill,  which  continued  for  several  days 
numerous  witnesses,  including  representatives  of  the  major  farm 
organizations,  appeared  in  support  of  the  measure.  No  witnesses 
^RPoare^  bi  opposition  to  the  bill  as  a  whole  but  there  was  a  substantial 
difference  of  opinion  as  to  the  merits  of  certain  portions  of  the  hill, 
in  general  the  committee  amendments  have  changed  or  removed 
liom  the  bill  those  portions  to  which  there  was  substantial  opposition 
these  will  be  discussed  in  more  detail  later  in  the  report. 
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Farm  Credit  System 

Following  is  a  brief  outline  of  the  Federal  farm  credit  system.  It 
consists  of  the  following: 

1.  The  Farm  Credit  Administration  which  supervises,  examines, 
and  coordinates  the  activities  of  the  credit  agencies  in  the  Federal 
farm  credit  system.  The  Farm  Credit  Administration  consists  of  the 
Federal  Farm  Credit  Board,  the  Governor,  and  its  other  officers  and 
employees. 

2.  The  Federal  land-bank  system  established  pursuant  to  the  Fed¬ 
eral  Farm  Loan  Act  approved  July  17,  1916.  It  consists  of  12  Federal 
laud  banks  which  provide  farmers  and  ranchers  with  long-term  credit 
on  farms  and  ranches  through  approximately  1,100  national  farm  loan 
associations. 

3.  The  Federal  intermediate  credit  bank  system  established  pur¬ 
suant  to  the  Agricultural  Credits  Act  of  1923.  It  consists  of  12  banks 
which  discount  paper  for  or  make  loans  to  production  credit  associa- 

|  tions  and  also  to  certain  private  credit  agencies  making  short-term 
agricultural  loans  to  farmers  and  ranchers. 

4.  The  production  credit  system  created  by  the  Farm  Credit  Act 
of  1933.  It  consists  of  12  production  credit  corporations  and  498 
production  credit  associations.  The  production  credit  corporations 
supervise  the  production  credit  associations,  which  make  short-term 
agricultural  loans  to  farmers  and  ranchers. 

5.  The  system  of  banks  for  cooperatives  also  created  b3r  the  Farm 
Credit  Act  of  1933.  It  includes  12  regional  banks  for  cooperatives 
and  1  Central  Bank  for  Cooperatives,  which  extend  credit  to  farmers’ 
marketing,  purchasing,  and  service  cooperatives. 

6.  The  Federal  Farm  Mortgage  Corporation  organized  under  the 
Federal  Farm  Mortgage  Corporation  Act  of  1934.  This  is  the  Cor¬ 
poration  which  made  the  Land  Bank  Commissioner-type  loan  under 
the  Emergency  Farm  Mortgage  Act  of  1933.  It  is  now  principally 
engaged  in  liquidating  the  remaining  loans  so  made  and  the  assets 
which  it  acquired  in  connection  with  such  loan  program. 

The  United  States  is  divided  into  12  farm  credit  districts  and  in 
each  district  there  is  a  Federal  land  bank,  a  Federal  intermediate 
credit  bank,  a  production  credit  corporation,  and  a  bank  for  coopera- 
I  tives.  In  order  to  coordinate  the  operations  of  each  of  these  institu¬ 
tions  in  each  district  there  is  a  district  farm  credit  board,  the  members 
of  which  are  ex  officio  directors  of  each  of  the  institutions.  However, 
each  of  the  institutions  has  its  own  officers  elected  by  its  board  of 
directors.  Each  district  board  now  consists  of  7  members  selected 
as  follows:  2  members  elected  by  the  district  national  farm  loan  as¬ 
sociations,  2  members  elected  by  the  district  production  credit  asso¬ 
ciations,  1  member  elected  by  the  cooperative  associations  which  hold 
stock  in  the  regional  bank  for  cooperatives,  and  2  members  appointed 
by  the  Governor  of  the  Farm  Credit  Administration. 

The  bill  is  divided  into  four  titles:  Title  I  relates  to  banks  for  co¬ 
operatives;  title  II  relates  to  the  production  credit  system;  title  III 
to  the  Federal  land-bank  system;  and  title  IV  contains  miscellaneous 
provisions  relating  to  the  conduct  of  elections  pertaining  to  member¬ 
ship  on  district  farm  credit  boards  and  to  nominees  for  appointment 
to,  and  the  terms  of  office  of  members  on,  the  Federal  Farm  Credit 
Board . 
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TITLE  I — BANKS  FOR  COOPERATIVES 

The  system  of  banks  for  cooperatives  consists  of  13  banks,  12  re¬ 
gional  banks  for  cooperatives,  1  located  in  each  farm  credit  district, 
and  the  Central  Bank  for  Cooperatives  located  in  Washington,  D.  C. 
Upon  organization,  the  banks  were  capitalized  by  the  United  States 
out  of  the  revolving  fund  from  which  the  Federal  Farm  Board  previ¬ 
ously  made  loans  under  the  Agricultural  Marketing  Act  of  1929.  The 
original  capitalization  amounted  to  $110  million.  As  the  credit 
service  of  these  banks  to  farmers’  cooperatives  increased,  capital  sub¬ 
scriptions  by  the  United  States  increased  until  they  reached  $178.5 
million  in  1945.  Although  the  banks  have  continued  to  increase 
their  credit  services  to  cooperatives,  such  subscriptions  have  now  been 
reduced  to  $150  million.  Farmers’  cooperative  associations  borrow¬ 
ing  from  the  banks  are  required  to  purchase  capital  stock  or  subscribe 
to  the  guaranty  fund  (both  of  which  are  hereafter  referred  to  as  capital 
stock)  of  the  banks  in  stated  amounts  related  to  the  size  and  type  of  j 
loans.  As  of  December  31,  1954,  cooperative  associations  held  capital^ 
stock  totaling  $19,904,400,  and  the  banks  had  earned  surplus  and 
reserves  in  the  sum  of  $81,720,003.  A  balance  of  approximately 
$35.7  million  remains  in  the  revolving  fund  available  for  further  sub¬ 
scriptions  to  capital  in  these  banks  if  the  need  therefor  should  arise. 

The  banks  for  cooperatives  obtain  their  loan  funds,  in  addition  to 
the  capital  and  surplus,  through  the  sale  of  debentures  to  the  public 
and  by  loans  from  the  Federal  intermediate  credit  banks  and  com¬ 
mercial  banks.  Since  August  23,  1954,  the  banks  have  been  author¬ 
ized  to  sell  consolidated  collateral  trust  debentures  which  are  the  joint 
and  several  obligations  of  all  of  the  banks.  Prior  to  that  date  only  the 
Central  Bank  had  the  authority  to  issue  and  sell  debentures.  The 
first  issue  of  consolidated  debentures  was  dated  February  1,  1955,  and 
was  issued  to  refinance  an  issue  of  Central  Bank  debentures.  The 
authority  to  issue  consolidated  debentures  gave  the  banks  a  broader 
base  for  borrowings  and  should  assist  the  banks  to  rely  more  heavily 
upon  the  use  of  borrowed  funds  in  their  lending  operations. 

As  previously  stated,  the  banks  for  cooperatives  make  loans  to 
farmers’  marketing,  purchasing,  and  service  cooperatives.  The  loan 
programs  of  the  12  regional  banks  and  the  Central  Bank  are  coor-  a 
dinated  to  avoid  duplication  of  operations  and  lending  authority,  f 
Lending  limits  are  established  by  the  Farm  Credit  Administration 
for  the  regional  banks  based  on  a  percentage  of  their  capital,  surplus, 
and  reserves  depending  on  the  type  of  loan.  These  lending  limits  are 
sufficient  to  enable  the  regional  banks  to  meet  the  needs  of  most 
cooperative  associations.  When  the  amount  of  loans  applied  for  by 
a  single  borrowing  association  would  exceed  the  lending  limits  of  a 
regional  bank,  the  amount  above  the  lending  limit  is  offered  to  the 
Central  Bank.  Thus  a  regional  bank,  with  the  Central  Bank  par¬ 
ticipating  in  the  larger  loans,  has  been  able  to  distribute  the  risk, 
and  the  system  has  been  able  to  render  adequate  credit  service  on  a 
sound  basis  to  both  large  and  small  farmers’  cooperatives  throughout 
the  Nation.  The  Central  Bank  makes  a  few  loans  direct.  Also,  it 
has  served  as  a  source  of  funds  for  the  district  banks  which  has  per¬ 
mitted  greater  use  of  the  resources  of  the  system. 

Under  present  law,  the  required  capital  stock  purchases  by  borrow¬ 
ing  cooperatives  will  not  furnish  sufficient  capital  funds  to  permit  the 
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banks  to  operate  on  a  sound  basis  and  meet  the  credit  needs  of  farmers’ 
cooperatives.  As  presently  organized,  the  use  of  Government  capital 
is  essential  to  continued  operation  of  the  system. 

The  primary  purpose  of  title  I  of  the  bill  is  to  provide  a  plan  under 
which  the  banks  would  be  organized  on  a  truly  cooperative  basis. 
Borrowing  cooperatives  would  continually  make  capital  contributions 
to  the  system  so  long  as  they  used  its  credit  service.  Each  year  final 
net  savings  (after  taxes,  dividends,  reserves,  and  surplus  require¬ 
ments)  would  be  distributed  as  patronage  refunds  to  borrowing 
cooperatives  in  the  form  of  capital  stock,  all  of  which  capital  would 
remain  in  the  system  until  all  of  the  capital  stock  of  the  United  States 
had  been  retired.  Each  year  Government  capital  would  be  retired 
in  an  amount  equal  to  the  required  stock  contributions  of  and  the 
patronage  refunds  to  the  borrowing  cooperatives. 

TITLE  II — PRODUCTION  CREDIT  SYSTEM 

}  Title  II  of  the  bill  relates  to  the  production  credit  system  consisting 
of  12  production  credit  corporations,  which  are  wholly  Government- 
owned,  and  498  production  credit  associations.  Currently,  415  of  the 
production  credit  associations  are  wholly  member-owned  and  83  are 
jointly  owned  by  their  members  and  the  production  credit  corporations 
of  their  respective  districts. 

When  this  system  was  established  in  1933  the  production  credit, 
corporations  were  created  as  wholly  owned  Government  corporations 
to  organize,  capitalize,  and  supervise  the  production  credit  associations 
in  each  district  so  that  short-term  agricultural  credit  would  be  avail¬ 
able  to  farmers  and  ranchers  throughout  the  United  States  on  a 
cooperative  basis. 

The  corporations  were  capitalized  b}r  stock  subscriptions  made  on 
behalf  of  the  United  States  out  of  a  revolving  fund  of  $120  million. 
As  each  association  was  organized  the  corporation  subscribed  to  the 
initial  capital  in  order  to  enable  it  to  commence  operations.  Approxi¬ 
mately  $90  million  of  the  corporation’s  capital  was  used  to  purchase 
stock  in  the  associations.  As  the  financial  position  of  the  associations 
grew  on  a  sound  basis  through  capital  contributions  made  by  their 
members  and  through  the  accumulation  of  earnings,  the  capital  stock 
|  held  by  the  corporations  was  retired  and  the  proceeds  were  returned 
to  the  corporations.  By  this  process  the  associations  are  being  con¬ 
verted  into  member-owned  associations,  as  all  but  approximately  $3 
million  of  the  original  approximately  $90  million  has  been  returned. 

As  of  December  31,  1954,  member-owned  stock  in  the  498  associa¬ 
tions  was  as  follows:  Class  A  stock,  $25,019,916;  class  B  stock, 
$69,590,065.  No  class  C  stock  has  been  sold. 

As  of  December  31,  1954,  the  corporations  had  outstanding  stock 
owned  by  the  United  States  in  the  amount  of  $31,735,000  and  earned 
surplus  and  reserves  totaling  $14,037,840.  There  remains  in  the 
revolving  fund  $58,265,000  available  for  possible  future  subscriptions 
to  stock  in  the  corporations,  $30  million  having  been  returned  from 
the  original  revolving  fund  to  the  general  fund  of  the  Treasury.  All 
of  the  operating  costs  of  the  corporations  are  paid  out  of  earnings  on 
their  investments  or  out  of  their  accumulated  surplus  funds. 
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TITLE  III — FEDERAL  LAND  BANK  SYSTEM 

Title  III  of  the  bill  contains  proposed  amendments  relating  to  the 
land-bank  system,  the  purpose  and  objective  of  which  are  to  increase 
borrower  participation  in  the  operations  of  the  system,  to  increase 
operating  efficiency,  and  to  render  a  more  complete  long-term  credit 
service  to  agriculture. 

The  Federal  land-bank  system  consists  of  12  Federal  land  banks 
and  approximately  1,100  national  farm  loan  associations.  All  of  the 
national  farm  loan  associations  are  capitalized  and  owned  by  their 
members,  and  all  of  the  capital  stock  of  each  Federal  land  bank  is 
owned  by  the  national  farm  loan  associations;  therefore,  the  land- 
bank  system  is  wholly  member-owned.  As  of  December  31,  1954, 
the  national  farm  loan  associations  owned  $78  million  of  capital  stock 
in  the  land  banks,  and  the  land  banks  had  earned  surplus  and  reserves 
totaling  $260  million. 

Initially  this  system  was  primarily  capitalized  by  the  United  States, 
under  a  plan  which  provided  for  eventual  borrower  ownership  through 
the  retirement  of  the  Government’s  capital  stock  subscriptions  as 
capital  contributions  of  members  increased. 

The  land  banks  make  then-  loans  to  farmers  and  ranchers  through 
the  national  farm  loan  associations.  Each  borrower  must  be  a  member 
of  the  association  through  which  he  obtains  a  loan  and  he  must  pur¬ 
chase  stock  in  the  association  in  an  amount  equal  to  $5  for  each  $100 
borrowed.  The  association  hi  turn  must  have  a  like  amount  of  stock 
in  the  land  bank.  When  the  Government  had  capital  invested  in  the 
land  banks,  the  law  required  that  each  year  an  amount  equal  to  25 
percent  of  the  subscriptions  by  the  national  farm  loan  associations  be 
retired .  Originally  the  Government  made  stock  subscriptions  total¬ 
ing  about  $9  million.  By  1932  this  figure  had  been  reduced  to  about 
$150,000.  However,  in  order  to  enable  the  banks  to  render  their 
credit  services  to  agriculture  during  the  severe  depression  of  the  early 
thirties,  $125  million  was  made  available  in  1932  for  subscriptions  by 
the  United  States  to  capital  stock  of  the  Federal  land  banks,  and  under 
subsequent  legislation,  the  first  of  which  was  enacted  in  1933,  the 
United  States  subscribed  to  the  paid-in  surplus  of  the  banks  in  the 
amount  of  approximately  $189  million  to  enable' the  banks  to  grant 
deserving  borrowers  extensions  and  deferments  of  payments  due  on 
mortgage  loans.  By  1947,  the  banks  had  repaid  all  of  these  funds, 
and  have  since  been  completely  member-owned. 

The  banks  obtain  their  loan  funds  over  and  above  their  capital  by 
the  sale  of  consolidated  farm  loan  bonds  to  the  public.  These  bonds 
are  the  joint  and  several  obligations  of  the  banks,  and  are  not  guaran¬ 
teed  either  as  to  principal  or  interest  by  the  United  States.  As  of 
December  31,  1954,  the  banks  had  outstanding  consolidated  bonds  in 
the  principal  sum  of  approximately  $1,030  million. 

At  the  present  time  the  banks  can  make  loans  on  farm  properties 
in  amounts  not  hi  excess  of  65  percent  of  the  normal  value  of  the  indi¬ 
vidual  farm  offered  as  security  as  that  value  is  determined  by  land- 
bank  appraisers.  These  appraisers  are  employees  of  the  Farm  Credit 
Administration  and  they  operate  under  appraisal  standards  pre¬ 
scribed  by  the  Farm  Credit  Administration.  Loans  so  made  are 
eligible  collateral  for  the  consolidated  bonds  isused  by  the  banks. 
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Committee  Amendments 

With  the  exception  of  perfecting  and  clarifying  amendments, 
following  is  an  explanation  of  the  amendments  to  the  bill  made  by  the 
committee: 

SECTION  103 

This  section  amends  section  36  of  the  Farm  Credit  Act  of  1933. 
The.  language  of  subsection  (c)  contained  in  the  bill  as  introduced 
would  have  retained  a  permanent  Government  interest  in  the  surplus 
and  reserves  of  the  banks  for  cooperatives,  even  after  all  the  Govern¬ 
ment  stock  in  the  banks  had  been  retired.  The  amendment  made 
by  the  committee  will  retain  a  Government  interest  in  the  surplus 
and  reserves  only  so  long  as,  and  to  the  extent  that,  there  is  Govern¬ 
ment  ownership  of  stock  in  the  banks.  In  the  event  of  liquidation, 
the  assets  remaining  after  payment  of  liabilities  would  be  divided 
pro  rata  among  the  stockholders. 

SECTION  201 

This  section,  covering  about  five  pages  in  the  bill,  provided  for 
substantial  changes  in  the  financial  structure  and  operation  of  the 
production  credit  associations  and  for  the  assumption  of  ownership 
by  the  associations  of  the  production  credit  corporations.  This  was 
the  most  generally  opposed  section  of  the  bill.  There  was  no  unanim¬ 
ity  of  criticism.  Some  witnesses  thought  it  was  too  generous  in  its 
treatment  of  production  credit  associations — others  that  it  imposed 
too  heavy  an  obligation  on  them.  The  great  majority  were  agreed, 
however,  that  the  matter  should  have  further  study.  With  this  the 
committee  agrees.  It  has  removed  section  201  from  the  bill  with  the 
understanding  that  the  Farm  Credit  Board  will  give  this  whole  matter 
further  study  and  will  make  new  recommendations  on  the  subject  by 
the  time  Congress  meets  in  January  1956.  Deletion  of  section  201 
required  also  the  deletion  of  two  minor  sections  of  title  II:  sections 
207  and  208. 

SECTION  304 

This  section  amends  section  12  of  the  Federal  Farm  Loan  Act, 
which  establishes  the  terms  and  conditions  on  which  farm  mortgage 
loans  may  be  made  by  the  Federal  land  banks.  Subsection  (a)  of  the 
bill  as  introduced  would  have  increased  the  present  ceiling  of  $100,000 
on  such  loans  to  $200,000  and  eliminated  the  requirement  that  loans 
in  excess  of  $25,000  must  have  the  approval  of  the  central  office  of 
the  Farm  Credit  Administration.  The  committee  amendment  puts 
the  ceiling  at  $200,000  but  requires  that  any  loan  in  excess  of  $100,000 
must  have  the  approval  of  the  Farm  Credit  Administration. 

SECTION  401 

The  committee  has  added  an  amendment  which  will  prohibit 
salaried  officers  or  employees  of  the  Farm  Credit  Administration  from 
hereafter  being  elected  or  appointed  members  of  a  district  farm  credit 
board.  Such  employees  are  now  ineligible  for  appointment  but  not 
for  election.  The  provision  will  not  affect  the  term  of  office  of  anyone 
now  serving  on  such  a  board. 


8 


FARM  CREDIT  ACT  OF  195  5 


Analysis  of  the  Bill 

Short  title 

Section  1  provides  that  the  short  title  of  the  bill  shall  be  the  Farm 
Credit  Act  of  1955. 

TITLE  I — BANKS  FOR  COOPERATIVES 

Stock  of  the  banks  for  cooperatives  (sec.  101 ) 

Section  101  would  amend  section  42  of  the  Farm  Credit  Act  of  1933 
so  as  to  provide  three  classes  of  stock  for  the  banks  for  cooperatives: 
Class  A,  class  B,  and  class  C.  Each  class  would  have  a  par  value  of 
$100  a  share. 

Under  present  law,  there  is  but  one  class  of  stock  for  the  banks 
for  cooperatives.  Approximately  88  percent  of  the  aggregate  stock  of 
the  Central  and  regional  banks  for  cooperatives  is  held  by  the  Gov¬ 
ernor  of  the  Farm  Credit  Administration  on  behalf  of  the  United 
States.  The  balance  is  held  by  borrowers  from  the  banks,  who  ared 
required  to  purchase  stock  or  subscribe  to  the  guaranty  fund  in™ 
amounts  related  to  the  size  of  their  loans.  Present  law  authorizes 
dividends  up  to  7  percent  per  annum,  but  no  dividend  has  been  de¬ 
clared  or  paid  by  a  bank  for  cooperatives.  The  rights  of  existing 
stockholders  of  the  banks  are  adequately  protected. 

Class  A  stock. — Class  A  stock  would  be  held  only  by  the  Governor 
of  the  Farm  Credit  Administration  on  behalf  of  the  United  States. 
Existing  stock  so  held  by  the  Governor  on  the  effective  date  of  title  I 
of  the  Bill  would  be  exchanged,  share  for  share,  for  class  A  stock  of 
the  respective  banks.  Class  A  stock  would  be  nonvoting  and  it  would 
not  be  entitled  to  dividends.  At  the  end  of  each  fiscal  year,  each 
bank  would  determine  the  amount  of  class  A  stock  to  be  retired  By  the 
bank.  Funds  from  the  retirement  of  class  A  stock  would  be  paid  into 
the  revolving  fund  in  the  United  States  Treasury  from  which  sub¬ 
scriptions  to  stock  of  the  banks  are  made  and  would  continue  to  be 
available  for  subscriptions  to  class  A  stock  when  required  for  the 
purpose  of  meeting  the  credit  needs  of  eligible  borrowers  from  the 
Banks. 

The  amount  of  class  A  stock  which  each  bank  would  be  required  to 
retire  each  year  would  be  the  equivalent  in  dollar  value  of  the  amount  ^ 
of  class  C  stock  issued  by  the  bank  for  that  year  except  that  (1) 
class  C  stock  issued  by  a  regional  bank  on  account  of  class  C  stock 
issued  to  it  by  the  Central  Bank,  (2)  class  C  stock  issued  by  a  regional 
bank  in  exchange  for  class  B  stock  the  proceeds  of  which  were  used  to 
retire  an  equivalent  amount  of  class  A  stock,  and  (3)  class  C  stock 
issued  by  a  regional  bank  in  exchange  for  capital  stock  of  the  bank 
outstanding  on  the  effective  date  of  title  I  would  not  be  included  in 
calculating  the  minimum  amount  of  class  A  stock  the  bank  must 
retire.  Any  amount  of  class  A  stock  retired  in  excess  of  such  mini¬ 
mum  amount  in  any  one  year  could  be  used  to  reduce  to  that  extent 
the  amount  required  to  be  retired  in  any  subsequent  year. 

Class  B  stock. — Class  B  stock  would  be  an  investment  stock  intended 
for  sale  to  farmers’  cooperative  associations  and  others  as  one  of  the 
new  means  of  capitalizing  the  banks  for  cooperatives.  It  would  be 
sold  only  at  par  and  would  be  nonvoting.  With  the  approval  of  the 
Farm  Credit  Administration,  a  bank  would  be  authorized  to  pay 
noncumulative  dividends  on  class  B  stock  not  in  excess  of  4  percent 


FARM  CREDIT  ACT  OF  1955 


9 


per  annum,  if  the  surplus  account  of  the  bank  after  the  payment  of 
such  dividends  would  not  be  less  than  25  percent  of  the  bank’s  out¬ 
standing  stock.  Patronage  refunds  could  not  be  distributed  in  any 
year  unless  for  that  year  a  dividend  of  at  least  2  percent  was  paid  on 
class  B  stock.  Class  B  stock  would  be  issued  in  series  and  amounts 
approved  by  the  Farm  Credit  Administration.  The  particular  condi¬ 
tions  of  such  stock  would  be  stated  on  the  face  of  the  stock  certificates. 
Class  B  stock  could  be  called  for  retirement  at  par  after  all  class  A 
stock  of  the  bank  has  been  retired,  the  oldest  outstanding  class  B  stock 
to  be  called  first.  A  holder  of  class  B  stock  whose  stock  has  been 
called  for  retirement  could  elect,  with  the  approval  of  the  issuing 
bank,  to  have  his  called  stock  remain  outstanding,  subject  to  its  being 
included  in  the  next  call  for  retirement. 

Class  C  stock. — Class  C  stock  would  in  effect  be  the  voting,  common 
stock  of  the  banks.  It  would  be  issued  at  its  fair  book  value  but  not 
in  excess  of  par.  No  dividends  would  be  paid  on  it.  Ordinarily  it 
would  be  issued  to  and  held  by  farmers’  cooperative  associations  which 
jjborrowed  from  the  banks  for  cooperatives,  but  class  C  stock  of  the 
^Central  Bank  would  only  be  issued  to  and  held  by  regional  banks. 
Class  C  stock  could  be  issued  in  fractional  shares  as  well  as  whole 
shares. 

A  cooperative  association  holding  one  or  more  shares  of  class  C  stock 
of  a  regional  bank  for  cooperatives  would  be  entitled  to  vote  in  the 
polls  for  designating  nominees  for  appointment  to  the  Federal  Farm 
Credit  Board  pursuant  to  section  4  (a)  of  the  Farm  Credit  Act  of  1953, 
in  the  nomination  polls  and  elections  of  members  of  district  farm  credit 
boards  pursuant  to  section  5  of  the  Farm  Credit  Act  of  1937,  as 
amended,  and  in  the  nomination  and  election  of  directors  of  the  Central 
Bank  for  Cooperatives  under  section  104  of  the  bill.  The  association, 
in  such  polls  and  elections,  would  have  one  vote  only  without  regard 
to  the  number  of  shares  of  class  C  stock  held  by  it.  A  cooperative 
association  holding  class  C  stock,  and  otherwise  entitled  to  vote,  would 
not  be  eligible  to  vote  if  it  had  not  been  a  borrower  from  a  bank  of 
which  it  holds  class  C  stock,  or  from  the  Central  Bank,  within  a  period 
of  2  years  next  preceding  a  date,  fixed  by  the  Farm  Credit  Administra¬ 
tion,  prior  to  commencement  of  the  voting.  The  voting  rights  of  an 
association  holding  existing  stock  of  a  bank  for  cooperatives  would  not 
}be  impaired.  Associations  holding  guaranty-fund  equivalents  of 
class  C  stock  or  of  existing  stock  would  have  the  same  voting  rights  as 
would  the  respective  holders  of  such  stock. 

Each  borrower  from  a  bank  for  cooperatives  would  be  required  to 
own,  at  the  time  the  loan  is  made,  at  least  one  share  of  class  C  stock, 
which  might  be  paid  for  out  of  the  loan  proceeds.  In  addition,  each 
borrower  woidd  be  required  quarterly  to  purchase  class  C  stock  in 
the  lending  bank  in  an  amount  equal  to  not  less  than  10  nor  more 
than  25  percent  of  the  amount  of  interest  on  loans  payable  by  the 
borrower  to  the  bank  during  the  calendar  quarter.  The  amount  of 
the  quarterly  stock  purchase,  within  the  10-25  percent  limits,  would 
be  prescribed  by  the  board  of  directors  of  the  bank  with  the  approval 
of  the  Farm  Credit  Administration.  Payments  for  the  stock  required 
to  be  purchased  would  be  made  quarterly  or  when  the  regular  inter¬ 
est  payments  of  the  borrower  were  payable.  The  stock  would  be 
issued  to  the  borrower  as  of  the  end  of  the  fiscal  year  in  the  amount 
of  such  payments  made  by  the  borrower  during  that  fiscal  year. 

H.  Rept.  863,  84-1 - 2 
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These  required  purchases  of  stock  would  not  necessarily  be  limited 
to  cooperative  associations  eligible  to  borrow,  but  might  be  imposed 
upon  other  entities  which  were  carrying  loans  with  a  bank ;  for  example, 
an  association  might  become  ineligible  to  borrow  after  it  obtained  a 
loan  or  an  association’s  property  might  be  acquired,  subject  to  a 
loan,  by  a  corporation  not  qualified  as  a  cooperative  association. 
Borrowers  such  as  these  could  be  required  by  regulations  of  the  Farm 
Credit  Administration  to  make  the  quarterly  stock  purchases. 

Each  regional  bank  would  be  required  to  own  at  least  one  share  of 
class  C  stock  of  the  Central  Bank.  Also,  in  connection  with  each 
loan  made  by  a  regional  bank  in  which  the  Central  Bank  purchases 
a  participating  interest,  the  regional  bank  would  be  required  quarterly 
to  buy  class  C  stock  of  the  Central  Bank  in  an  amount  equal  to  not 
less  than  10  nor  more  than  25  percent  of  the  amount  of  interest  pay¬ 
able  by  the  regional  bank  to  the  Central  Bank  during  the  quarter  by 
reason  of  the  participating  interest  of  the  Central  Bank  in  the  loan. 
The  amount  of  the  quarterly  stock  purchase,  within  the  10-25  per¬ 
cent  limits,  would  be  prescribed  by  the  Board  of  Directors  of  thc^ 
Central  Bank  with  the  approval  of  the  Farm  Credit  Administration. 
The  stock  would  be  paid  for  by  the  regional  bank  and  issued  by  the 
Central  Bank  in  substantially  the  same  way  that  borrowers  from  a 
regional  bank  would  pay  for  and  receive  class  C  stock  of  the  regional 
bank. 

After  all  class  A  stock  has  been  retired,  class  C  stock  could  be 
retired  at  par  through  the  method  of  retiring  first  the  oldest  class  C 
stock  outstanding,  but  class  C  stock  issued  for  a  fiscal  year  period 
could  not  be  retired  until  all  class  B  stock  issued  during  or  prior  to 
that  fiscal  year  had  been  called  for  retirement. 

Stock  conversion  privileges. — Outstanding  capital  stock  issued  before 
the  effective  date  of  title  I  held  by  a  borrower  could  be  converted 
into  class  B  or  class  C  stock,  and  class  B  stock  could  be  converted 
into  class  C  stock  for  the  purpose  of  making  the  quarterly  purchases 
of  class  C  stock  required  of  a  borrower  (see  also  sec.  111). 

Guaranty -fund  subscriptions  in  lieu  of  stock  purchases. — The  laws  of 
certain  States  do  not  permit  cooperative  associations  to  acquire  stock 
in  a  bank  for  cooperatives.  Consequently,  section  101  contains  provi¬ 
sions,  similar  to  provisions  of  the  existing  law,  which  would  authorize 
an  association  organized  under  the  laws  of  such  a  State,  in  lieu  off 
purchasing  stock,  to  subscribe  to  a  guaranty  fund  of  the  lending  bank 
in  amounts  equivalent  to  the  amounts  of  class  C  stock  which  the 
association  would  otherwise  be  required  to  purchase.  Patronage  re¬ 
funds  payable  to  such  an  association  would  be  credited  to  the  guaranty 
fund  for  its  account  in  lieu  of  the  issuance  of  class  C  stock.  Such  an 
association  would  also  be  authorized  to  make  payments  into  the 
guaranty  fund  in  lieu  of  the  purchase  of  class  B  stock.  To  the  extent 
permitted  by  the  laws  of  the  State  under  which  such  an  association  is 
organized,  the  holder  of  guaranty-fund  equivalents  of  class  B  or  class  C 
stock  would  have  the  same  rights  and  status  as  class  B  and  class  C 
stock,  respectively;  and  the  rights  and  obligations  of  the  bank  as 
respects  such  guaranty-fund  equivalents  would  be  the  same  as  its 
rights  and  obligations  with  respect  to  class  B  or  class  C  stock, 
respectively. 

Lien  on  stock. — Section  101  would  authorize  the  bank,  upon  default 
of  a  loan,  to  retire  and  cancel  all  or  am*  part  of  the  borrower’s  stock 
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in  the  bank  at  fair  book  value  not  exceeding  par  in  total  or  partial 
liquidation  of  the  debt.  Thus,  stock  held  by  a  borrower  in  a  bank 
would  constitute  additional  collateral  for  any  indebtedness  of  the  bor¬ 
rower  to  the  bank.  If  an  association  borrowed  directly  from  the 
Central  Bank,  that  bank  would  have  a  first  lien  on  any"  amount  of 
class  C  stock  which  the  association  owned  in  any  regional  bank  on 
account  of  the  direct  loan  from  the  Central  Bank,  and  the  regional 
bank  would  have  a  lien  on  such  stock,  for  any  indebtedness  of  the 
association  to  it,  junior  only  to  the  lien  of  the  Central  Bank.  If  a  direct 
loan  of  the  Central  Bank  were  in  default  and  class  C  stock  issued  by  a 
regional  bank  to  the  borrower  in  connection  with  the  loan  were  retired, 
the  corresponding  stock  in  the  Central  Bank  held  by  the  regional  bank 
would  also  be  retired. 

Election  of  additional  district  farm  credit  board  members. — Section  5 
(d)  (2)  (C)  of  the  Farm  Credit  Act  of  1937,  as  amended  by  section  15 
of  the  Farm  Credit  Act  of  1953,  provides  that  whenever  the  sum  of  the 
capital  stock  and  subscriptions  to  the  guaranty  fund  of  a  regional 
)  bank  for  cooperatives  held  by  cooperatives,  and  surplus  and  reserves 
of  the  bank,  shall  equal  or  exceed  66%  percent  of  the  total  capital  stock, 
subscriptions  to  the  guaranty  fund,  surplus,  and  reserves  of  the  bank, 
the  cooperative  associations  which  are  stockholders  or  subscribers  to 
the  guaranty  fund  of  the  bank  shall  under  prescribed  conditions  be 
entitled  to  elect  a  second  member  of  the  district  farm  credit  board. 
Section  101  provides  that,  for  the  purposes  of  calculating  such  66%  per¬ 
cent,  the  term  “capital  stock  and  subscriptions  to  the  guaranty  fund 
held  by  cooperatives,”  or  the  equivalent  of  that  term,  shall  mean  all 
outstanding  class  B  and  class  C  stock  of  the  bank  and  the  guaranty- 
fund  equivalents  thereof,  as  well  as  outstanding  stock  issued  before 
the  effective  date  of  title  I. 

Application  of  stock  provisions  to  Central  Bank  (sec.  102 ) 

Section  102  provides  that  the  provisions  of  the  bill  relating  to  class 
A,  class  B,  and  class  C  stock  of  the  regional  banks  shall  apply  generally 
to  the  Central  Bank.  An  association  borrowing  directly  from  the 
Central  Bank  would  be  required  to  own  at  the  time  the  loan  is  made 
at  least  one  share  of  class  C  stock  in  a  regional  bank  designated  by 
the  Farm  Credit  Administration.  Such  a  borrower  would  be  required 
\  to  invest  quarterly  in  class  C  stock  in  such  regional  bank  or  banks  as 
*  the  Farm  Credit  Administration  might  designate,  amounts  equal  to 
not  less  than  10  nor  more  than  25  percent  of  the  amount  of  interest 
payable  by  the  borrower  on  the  loan  during  the  calendar  quarter. 
The  amount  of  the  quarterly  stock  purchase,  within  the  10-25-per¬ 
cent  limits,  would  be  prescribed  by  the  Board  of  Directors  of  the 
Central  Bank  with  the  approval  of  the  Farm  Credit  Administration. 
Payments  for  the  stock  required  to  be  purchased  would  be  made 
quarterly  or  when  the  regular  interest  payments  of  the  borrower  were 
payable.  The  stock  would  be  issued  to  the  borrower  as  of  the  end  of 
the  fiscal  year  in  the  amount  of  such  payments  made  by  the  borrower 
during  that  year.  The  regional  bank  which  issued  stock  to  such  a 
direct  borrower  from  the  Central  Bank  would  be  required  to  purchase 
a  corresponding  amount  of  class  C  stock  in  the  Central  Bank. 

Application  of  savings;  distribution  of  assets  upon  liquidation  (sec.  103 ) 

Section  103  (a)  amends  section  36  of  the  Farm  Credit  Act  of  1933 
to  provide  a  new  method  of  application  and  distribution  of  the  net 
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savings  of  the  banks,  as  determined  for  each  fiscal  year  in  accordance 
with  the  bill,  whereby  all  such  savings  would  be  applied  or  distributed 
by  allocation  and  none  would  be  retained  by  the  banks  in  the  nature  of 
unapplied  or  unallocated  earnings.  Net  savings  would  be  the  amount 
of  income  of  a  bank  remaining  after  all  operating  expenses  are  paid  or 
provided  for,  including  the  establishment  of  reasonable  valuation 
reserves,  and  the  making  good  of  any  losses  in  excess  of  any  such 
valuation  reserves.  The  net  savings  would  be  applied  as  follow's: 

1.  Restoring  impairment  of  capital  stock. — If  the  board  of  direc¬ 
tors  of  a  bank  had  determined  that  the  capital  stock  of  the  bank 
was  impaired,  net  savings  wrnuld  be  applied  first  toward  the 
restoration  of  the  amount  of  such  impairment. 

2.  Creation  and  maintenance  of  surplus  account. — After  restora¬ 
tion  of  any  impairment  of  capital  stock,  25  percent  of  any  remain¬ 
ing  net  savings  would  be  carried  to  a  surplus  account.  As  used 
in  the  bill,  “surplus  account”  means  any  surpluses  and  contin¬ 
gency  reserves  shown  on  the  books  of  the  banks  as  of  the  effective 
date  of  title  I,  plus  amounts  added  to  the  surplus  account  after 
such  date.  Amounts  of  net  savings  required  to  be  carried  to 
surplus  account  after  the  effective  date  of  title  I  would  be  allo¬ 
cated  to  borrowers  on  a  patronage  basis  approved  by  the  Farm 
Credit  Administration  and  if  the  surplus  account  of  a  bank 
exceeded  25  percent  of  its  total  outstanding  capital  stock,  the 
bank  might  distribute  all  or  any  part  of  such  allocated  excess 
by  issuing  class  C  stock  to  the  patrons  to  whom  the  allocations 
were  made.  Any  surpluses  and  contingency  reserves  shown  on 
the  books  of  the  banks  as  of  the  effective  date  of  title:  I  could 
not  be  allocated  or  distributed,  but  wrnuld  remain  as  a  part  of 
the  permanent  capital  structure  of  the  banks.  The  surplus 
account  would  be  divided  to  show  the  amounts  thereof  subject 
to  allocation  and  possible  distribution  in  class  C  stock,  and  the 
amounts  thereof  which  must  be  retained  in  the  bank. 

3.  Franchise  tax.—li  during  all  or  any  part  of  a  fiscal  year  the 
United  States  held  stock  in  a  bank  for  cooperatives,  the  bank, 
after  making  the  required  transfer  to  surplus  account,  would,  as 
presently  provided  by  lawT,  pay  a  franchise  tax  to  the  United 
States  equal  to  25  percent  of  its  net  savings  then  remaining,  but 
not  exceeding  a  rate  of  return  on  the  Government’s  investment 
in  the  bank’s  stock  calculated  at  a  rate  equal  to  the  computed 
average  annual  rate  of  interest  on  all  public  issues  of  public-debt 
obligations  of  the  United  States  issued  during  the  fiscal  year  end¬ 
ing  next  before  such  tax  is  due.  Since  the  tax  would  be  due  on 
the  last  day  of  a  fiscal  year,  the  applicable  rate  of  interest  would 
be  the  rate  for  the  preceding  fiscal  year.  Patronage  refunds  re¬ 
ceived  by  a  regional  bank  from  the  Central  Bank  would  not  be 
included  in  the  computation  of  net  savings  of  the  regional  bank 
for  the  purpose  of  computing  the  franchise  tax  since  the  Central 
Bank  also  wrould  be  subject  to  the  franchise  tax  provisions. 

4.  Contingency  reserves. — Out  of  net  savings  remaining  after 
payment  of  any  franchise  tax  a  bank  could  establish  and  main- 
tarn  reasonable  contingency  reserves.  Amounts  of  net  savings 
applied  to  contingency  reserves  after  the  effective  date  of  title  I 
would  be  allocated  to  borrowers  on  a  patronage  basis  approved 
by  the  Farm  Credit  Administration.  If  at  the  end  of  any  fiscal 
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year  a  bank  determined  that  a  portion  of  its  contingency  reserves 
was  no  longer  necessary,  such  portion  would  be  transferred  to  the 
surplus  account. 

5.  Dividends  on  class  B  stock. — Net  savings  remaining  after  any 
application  thereof  to  contingency  reserves  would  be  available  for 
dividends  on  class  B  stock  to  the  extent  and  under  the  conditions 
heretofore  discussed. 

6.  Patronage  rejunds. — The  balance  of  any  net  savings  remain¬ 
ing  after  application  and  distribution  as  explained  above  would 
be  distributed  as  patronage  refunds.  Patronage  refunds  would 
be  paid  in  class  C  stock  and  would  be  paid  in  the  proportion  that 
the  amount  of  interest  earned  by  the  bank  on  the  loan  of  each 
borrower  bears  to  the  total  interest  earned  on  the  loans  of  all 
borrowers  from  the  bank  during  the  fiscal  year.  The  Central 
Bank  would  pay  patronage  refunds  in  its  class  C  stock  to  the 
regional  banks  upon  the  basis  of  participating  interests  the 
Central  Bank  held  in  loans  made  by  the  respective  regional  banks. 
In  the  case  of  a  direct  loan  made  by  the  Central  Bank,  patronage 
refunds  of  the  Central  Bank  would  be  paid  in  class  C  stock  issued 
to  the  regional  bank  or  banks  which  issued  stock  to  the  borrower 
in  connection  with  such  direct  loans,  or  to  a  regional  bank  or 
banks  designated  by  the  Farm  Credit  Administration.  Regional 
banks  receiving  class  C  stock  of  the  Central  Bank  in  connection 
with  direct  loans  of  the  Central  Bank  would  issue  like  amounts 
of  their  class  C  stock  to  the  respective  borrowers. 

7.  Disposition  of  losses. — A  net  loss  in  any  fiscal  year  would  be 
absorbed  by:  First,  charges  to  allocated  contingency  reserves; 
second,  charges  to  allocated  surplus;  third,  charges  to  other  con¬ 
tingency  reserves  and  surplus;  fourth,  the  impairment  of  class 
C  stock;  and  fifth,  the  impairment  of  all  other  stock. 

Section  103  (a)  also  provides  for  the  distribution  of  assets  upon 
liquidation  or  dissolution  of  the  banks.  In  that  event,  all  liabilities 
would  first  be  paid  or  payment  thereof  provided  for.  Next,  capital 
stock  issued  before  the  effective  date  of  title  I  held  by  cooperative 
associations,  class  A  stock,  and  class  B  stock  would  be  retired  at  par. 
Remaining  assets  of  the  bank  would  be  used  next  to  retire  all  class  C 
stock  at  par.  Any  remaining  assets  would  then  be  distributed  as 
follows:  First,  surpluses  and  contingency  reserves  on  hand  on  the 
effective  date  of  title  I  would  be  paid  to  the  holders  of  outstanding 
stock  issued  before  the  effective  date  of  title  I,  class  A  and  class  C 
stock  pro  rata;  and  second,  any  residual  assets  (surpluses  and  contin- 

gency  reserves)  would  be  distributed  as  allocated  on  the  books  of  the 
ank.  Section  103  (a)  also  provides  that  in  absorbing  losses,  allocated 
contingency  reserves  and  allocated  surplus  shall  be  exhausted  first 
and  other  contingency  reserves  and  surplus  would  then  be  used. 

Section  103  (b)  provides  that  for  the  purpose  of  applying  the  amend¬ 
ment  in  subsection  (a),  the  fiscal  year  1956  may  be  divided  and  each 
part  thereof  treated  as  a  separate  fiscal  year.  Under  this  provision, 
the  savings  prior  to  the  effective  date  of  title  I  would  be  applied  in 
accordance  with  the  law  in  effect  before  such  date  and  savings  there¬ 
after  would  be  applied  in  accordance  with  the  amendment  contained 
in  section  103  (a). 
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Board  of  Directors  of  Central  Bank  {sec.  104 ) 

Under  existing  law  the  Board  of  Directors  of  the  Central  Bank  for 
Cooperatives  consists  of  seven  members.  One  member  is  an  official 
of  the  Farm  Credit  Administration  designated  by  the  Governor,  who 
is  ex  officio  Chairman  of  the  Board  and  chief  executive  officer  of  the 
bank.  The  remaining  6  Directors  are  appointed  by  the  Governor,  3 
from  nominees  selected  by  cooperative  associations  which  are  borrow¬ 
ers  from  the  Central  Bank. 

Section  104  would  amend  section  31  of  the  Farm  Credit  Act  of  1933 
to  provide  a  new  Board  of  seven  members  for  the  Central  Bank. 
Initially  4  Directors  would  be  appointed  by  the  Governor  of  the  Farm 
Credit  Administration  by  and  with  the  advice  and  consent  of  the 
Federal  Farm  Credit  Board  and  3  would  be  elected  by  the  regional 
banks  for  cooperatives  and  cooperative  associations  eligible  to  vote  in 
accordance  with  regulations  prescribed  by  the  Farm  Credit  Admin¬ 
istration.  Any  appointed  Director  could  be  removed  at  pleasure  at 
any  time  by  the  Farm  Credit  Administration.  The  terms  of  office 
of  members  of  the  new  Board  would  be  staggered  so  that  new  mem¬ 
bers  would  be  appointed  and  elected  each  year.  After  the  expiration  of 
initial  terms  expiring  at  the  end  of  1  and  2  years,  respectively,  the 
terms  of  office  of  all  appointed  and  elected  Directors  would  be  3  years. 

Initially,  for  the  purpose  of  electing  Directors  of  the  Central  Back, 
the  12  farm  credit  districts  would  be  divided  into  3  areas,  each  com¬ 
prised  of  4  contiguous  farm  credit  districts,  and  a  Director  from  each 
of  such  areas  would  be  elected  from  nominees  selected  by  the  regioual 
banks  of  the  area  and  cooperative  associations  of  the  area  eligible  to 
vote.  Whenever  the  sum  of  the  capital  stock  and  subscriptions  to 
the  guaranty  fund  of  the  Central  Bank  not  held  by  the  Government 
and  surplus  and  reserve  accounts  of  the  bank  equaled  or  exceeded 
66%  percent  of  the  total  capital  stock,  subscriptions  to  the  guaranty 
fund,  and  surplus  and  reserve  accounts  of  the  bank,  additional 
Directors  would  be  elected  until  a  total  of  6  of  the  Directors  were 
elected  Directors  and  the  remaining  1  an  appointed  Director.  When 
the  number  of  elected  Directors  is  to  be  increased  from  3,  the  Farm 
Credit  Administration  would  group  the  farm  credit  districts  into  6 
areas,  each  comprised  of  2  contiguous  farm  credit  districts  and  a 
Director  would  be  elected  from  each  of  said  6  areas  from  nominees 
selected  by  the  banks  for  cooperatives  and  associations  eligible  to 
vote  in  the  area.  If,  after  more  than  3  Directors  have  been  elected, 
the  sum  of  the  capital  stock  and  subscriptions  to  the  guaranty  fund 
of  the  Central  Bank  not  held  by  the  Government  and  surplus  and 
reserve  accounts  of  the  bank  should  fall  below  the  aforesaid  66 % 
percent,  elected  Directors  as  their  terms  expired  would  be  replaced 
by  appointed  Directors  until  again  the  number  of  elected  Directors 
did  not  exceed  3. 

In  providing  for  the  election  of  Directors,  section  104  would  grant 
the  right  to  vote  to  the  regional  banks  for  cooperatives  and  to  coop¬ 
erative  associations  which  are  eligible  to  vote  and  own  one  or  more 
shares  of  class  C  stock  in  a  bank  or  one  or  more  shares  of  presently 
outstanding  stock.  A  principal  reason  for  extending  the  voting  rights 
in  this  way  is  because  it  is  contemplated  that  under  the  bill  there 
would  be  very  few  direct  borrowers  from  the  Central  Bank,  whereas 
the  regional  banks  and  cooperative  associations  using  the  system 
have  a  real  interest  in  the  management  of  the  affairs  of  the  Central 
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Bank.  Each  regional  bank  and  each  association  eligible  to  vote 
would  be  entitled  to  one  vote  only  without  regard  to  the  number  of 
shares  of  stock  it  held,  and  the  vote  could  be  cast  only  with  respect 
to  elections  in  the  area  in  which  is  located  the  main  office  of  the  voter. 

Elected  Directors  would  be  required  to  have  been  residents  of  the 
area  from  which  they  are  elected  for  a  period  of  at  least  2  years  prior 
to  the  election.  To  be  eligible  for  nomination,  election,  or  appoint¬ 
ment  as  a  Director,  a  person  could  not  have  been  within  a  period  of  1 
year  next  preceding  the  commencement  of  the  term  a  salaried  officer 
or  employee  of  the  Farm  Credit  Administration  or  of  any  corporation 
operating  under  supervision  of  the  Administration.  If  a  member  of 
the  Federal  Farm  Credit  Board  or  of  a  district  farm  credit  board  were 
appointed  or  elected  as  Director,  he  would  be  required  to  resign  as 
member  of  the  Federal  Board  or  district  board  before  assuming  duties 
as  Director  of  the  Central  Bank.  If  a  Director  of  the  Central  Bank 
became  a  member  of  the  Federal  Farm  Credit  Board  or  of  a  district 
farm  credit  board  or  an  officer  or  employee  of  the  Farm  Credit  Admin¬ 
istration  or  of  any  corporation  operating  under  its  supervision,  he 
would  not  be  eligible  to  continue  to  serve  as  Director  of  the  Central 
Bank.  The  provisions  of  section  104  with  respect  to  the  eligibility  of 
Directors  of  the  Central  Bank  is  patterned  after  the  similar  provisions 
of  the  Farm  Credit  Act  of  1953  relating  to  members  of  the  Federal 
Farm  Credit  Board. 

Powers  oj  Boards  of  Directors 

Under  the  present  law  the  Chairman  of  the  Board  of  the  Central 
Bank  is  an  officer  of  the  Farm  Credit  Administration  designated  by  the 
Governor.  This  official  is  also  the  chief  executive  officer  of  the  bank. 
The  powers  of  the  Board  of  Directors  are  such  as  are  prescribed  in  the 
charter  and  bylaws.  Section  105  would  authorize  the  Board  of 
Directors  to  elect  a  Chairman  and  a  Vice  Chairman  from  among  its 
members.  It  would  also  provide  specifically  that  the  Board,  subject 
to  approval  of  the  Farm  Credit  Administration,  would  have  power  to 
appoint  and  fix  the  compensation  of  the  chief  executive  officer  and 
such  other  officers,  employees,  experts,  and  consultants  as  might  be 
necessary  for  the  efficient  conduct  of  the  bank’s  business.  An  officer 
or  employee  of  the  Farm  Credit  Administration  would  not  be  eligible 
to  serve  as  chief  executive  officer  of  the  bank. 

Miscellaneous  provisions  (sec.  106 ) 

Policy  regarding  loans  by  Central  Bank. — Section  106  enacts  into 
law  the  present  policy  under  which  the  Central  Bank  makes  loans  only 
when  it  is  not  practicable  for  the  loan  to  be  made  by  a  regional  bank. 
Under  this  policy,  the  bulk  of  the  business  of  the  Central  Bank  is 
represented  by  interests  purchased  by  the  bank  in  the  larger  loans 
made  by  regional  banks. 

Authority  of  custodians  of  collateral  (sec.  107). — Section  107  provides 
that  custodians  of  collateral  who  act  for  the  banks  for  cooperatives 
may  act  also,  with  the  approval  of  the  Farm  Credit  Administration, 
as  custodians  in  connection  with  loans  of  eligible  cooperative  associa¬ 
tions  obtained  from  other  sources.  This  provision  would  facilitate 
borrowings  by  the  cooperative  associations  from  commercial  lenders. 

Transfer  of  certain  functions  to  Central  Bank  Board  (sec.  108).— In 
view  of  the  provisions  of  section  105  whereby  the  chief  executive 
officer  of  the  Central  Bank  would  not  be  an  official  of  the  Farm  Credit 
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Administration,  and  the  proposed  broadening  of  the  powers  of  the 
Bank’s  Board  of  Directors,  section  108  provides  for  the  transfer  to 
the  Board  of  Directors  of  the  bank  or  the  Farm  Credit  Administration 
of  authorities  vested  in  the  Chairman  of  the  Board  under  present  law, 
and  provisions  of  existing  law  inconsistent  with  these  provisions  of 
the  bill  would  be  repealed  (sec.  110  (c)  also  repeals  a  provision  which 
is  inconsistent  with  the  provisions  of  the  bill) . 

Interest  rates  (sec.  109). — Existing  law  relates  the  interest  rates  on 
loans  made  by  the  banks  for  cooperatives  to  interest  rates  charged 
by  Federal  intermediate  credit  banks  and  Federal  land  banks.  Interest 
rates  are  prescribed  by  the  Governor  as  he  determines  necessary  for 
the  needs  of  the  banks,  but  no  interest  rate  may  exceed  6  percent 
per  annum.  The  interest  rate  for  operating  capital  loans  is  conformed 
as  nearly  as  may  be  practicable  to  a  rate  1  percent  in  excess  of  the 
rate  paid  by  production  credit  associations  to  the  intermediate  credit 
banks.  The  interest  rate  on  commodity  loans  conforms  likewise  to 
the  prevailing  interest  rates  on  commodity  loans  charged  by  the  inter¬ 
mediate  credit  banks  and  the  interest  rate  on  facility  loans  conforms 
to  the  rate  charged  by  the  Federal  land  banks  on  mortgage  loans. 
In  view  of  the  necessity  of  setting  rates  so  as  to  provide  adequate 
interest  income  to  the  banks  for  cooperatives,  it  seems  inappropriate 
and  unrealistic  to  relate  the  interest  rates  that  they  may  charge  to 
rates  charged  by  other  institutions.  Accordingly,  section  109  provides 
that  the  boards  of  directors  of  the  respective  banks  for  cooperatives 
woidd  prescribe  the  interest  rates  on  loans  from  time  to  time  with  the 
approval  of  the  Farm  Credit  Administration,  but  in  no  case  could 
the  interest  rate  exceed  6  percent  per  annum. 

Receivership ;  voluntary  liquidation  (sec.  110). — The  present  law  pro¬ 
vides  receivership  and  voluntary  liquidation  proceedings  for  the 
regional  banks  for  cooperatives  but  not  for  the  Central  Bank.  Sec¬ 
tion  110  (a)  would  make  these  provisions  applicable  also  to  the  Central 
Bank. 

Limitation  on  compensation. — Section  110  (b)  would  repeal  the  pro¬ 
vision  of  law  limiting  to  $13,800  per  annum  the  compensation  which 
may  be  paid  directors,  officers,  or  employees  of  the  banks  for  coopera¬ 
tives,  production  credit  corporations,  and  production  credit  associa¬ 
tions.  No  limitations  upon  compensation  have  ever  applied  to  Fed¬ 
eral  land  banks,  Federal  intermediate  credit  banks,  or  national  farm 
loan  associations.  However,  the  compensation  of  officers  and  em¬ 
ployees  of  all  supervised  institutions  is  subject  to  the  approval  of  the 
Farm  Credit  Administration.  Placing  institutions  of  the  coopera¬ 
tive  bank  and  production  credit  systems  upon  the  same  basis  as  are 
the  others  would  be  consistent  with  the  express  congressional  policy 
to  facilitate  increased  borrower  participation  in  the  management, 
control,  and  ultimate  ownership  of  the  farm  credit  system. 

Authority  to  issue  regulations. — Section  110  (d)  would  extend  the 
general  authority  of  the  Farm  Credit  Administration  to  make  regula¬ 
tions  for  the  efficient  execution  of  the  Federal  Farm  Loan  Act  and 
acts  amendatory  thereof  and  supplementary  thereto  to  the  Farm 
Credit  Act  of  1933  and  acts  amendatory  thereof  and  supplementary 
thereto.  This  provision  would  grant  the  Farm  Credit  Administra¬ 
tion  the  same  authority  to  issue  regulations  with  respect  to  the  banks 
for  cooperatives,  the  production  credit  corporations,  and  production 
credit  associations  that  it  now  has  with  respect  to  the  Federal  land 
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banks,  Federal  intermediate  credit  banks,  and  national  farm  loan 
associations. 

Application  to  existing  loans  (sec.  Ill ) 

Generally,  under  section  111  of  the  bill,  the  provisions  of  title  I 
would  not  apply  to  loans  made  before  its  effective  date,  except  as  and 
when  such  loans  might  be  brought  under  the  new  provisions  by  agree¬ 
ments  between  the  borrowers  and  the  lending  banks.  Holders  of 
stock  of  banks  for  cooperatives  issued  before  title  I  became  effective 
would  retain  voting  rights.  By  agreement  between  a  borrower  and 
the  bank,  such  stock  may  be  converted  in  whole  or  in  part  into  the 
new  class  B  or  class  C  stock  or  equivalent  guaranty-fund  credits. 
With  respect  to  any  such  stock  not  so  converted,  the  holder  would 
retain  his  right  to  have  such  stock  retired  upon  repayment  of  the 
loan.  With  the  approval  of  the  Farm  Credit  Administration,  a  bank 
might  retire  old  stock  and  hold  the  stock  proceeds  as  security  for  any 
indebtedness  of  the  borrower  to  the  bank. 

Effective  date  (sec.  112) 

In  order  that  ample  time  would  be  given  to  effect  the  fundamental 
changes  contemplated  in  the  cooperative  bank  system  and  also  to 
obviate  difficulties  of  a  fiscal  nature,  section  112  provides  that  title  I 
would  be  effective  on  the  first  day  of  the  month  next  following  120 
days  after  the  date  of  enactment. 

TITLE  II — PRODUCTION  CREDIT  SYSTEM 

Title  II  contains  provisions  relating  to  the  financial  structure  and 
operating  problems  of  the  production  credit  associations. 

Preferential  dividends  on  class  A  stock  (sec.  201) 

The  law  presently  grants  class  A  stock  preference  over  class  B 
stock  upon  liquidation  of  a  production  credit  association  but  provides 
that  these  two  classes  of  stock  shall  share  in  dividend  distributions 
without  preference.  Class  B  stock  is  held  for  the  most  part  by 
member-borrowers  of  the  associations,  generally  in  amounts  required 
in  connection  with  their  loans.  Class  A  stock  represents  investment 
capital  provided  by  members,  many  of  whom  are  not  currently 
borrowing,  and  capital  provided  by  the  production  credit  corporations. 
Many  members  of  production  credit  associations  bave  voluntarily 
purchased  class  A  stock  to  make  possible  a  reduction  in  the  amount 
of  Government  capital  in  the  associations.  Tbe  great  majority  of 
associations  have  refrained  from  paying  dividends  in  order  to  build 
up  their  financial  strength.  Thus,  the  stockholders  of  many  associa¬ 
tions  have  carried  their  stock  investment  for  a  long  period  without 
dividends.  It  is  felt  that  tbe  time  has  now  come  to  recognize  the 
position  of  class  A  stockholders,  who  are  contributing  to  the  perma¬ 
nent  capital  of  the  associations,  by  making  it  possible  for  associations 
to  pay  dividends  for  tbeir  benefit  without  necessarily  paying  like 
dividends  on  the  class  B  stock.  Section  201  would  authorize  the 
associations  to  pay  dividends  on  class  A  stock  without  also  paying 
dividends  on  class  B  stock.  Class  B  stock  is  largely  held  by  the  active 
borrowers  receiving  direct  benefits  in  the  form  of  loans  from  the 
associations.  This  section,  by  encouraging  further  investments  in 
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class  A  stock,  would  tend  to  reduce  the  need  for  Government  capital 
in  the  associations. 

Distribution  oj  earnings;  elimination  oj  guaranty  fund;  payment  of 
dividends  [sec.  202) 

The  law  now  requires  as  a  condition  precedent  to  the  payment  of 
dividends  by  a  production  credit  association  that  it  establish  and 
maintain  out  of  its  earnings  a  guaranty  fund  at  least  equal  in  amount 
to  25  percent  of  its  paid-in  capital.  The  guaranty  fund  of  an  asso¬ 
ciation  may  not  be  used  for  making  loans  to  farmers  nor  as  security 
for  borrowings  by  the  association.  Accordingly,  the  guaranty  fund 
of  an  association  is  largely  immobilized  and  the  association  is  handi¬ 
capped  to  that  extent  in  the  full  use  of  its  capital  funds  in  meeting 
the  credit  needs  of  its  members.  Therefore,  section  202  would  abolish 
the  guaranty  fund  and  provide  that  the  earnings  of  an  association 
in  excess  of  its  operating  expenses  would  be  applied,  first,  to  the 
restoration  of  capital  impairments,  if  any,  and  second,  to  the  establish¬ 
ment  and  maintenance  of  a  surplus  account,  the  minimum  amount  of 
which  would  be  prescribed  by  the  production  credit  corporation  of 
the  district.  As  is  the  case  under  existing  law,  an  association  would 
be  authorized  to  pay  dividends  of  not  to  exceed  7  percent  per  annum; 
however,  dividends  would  be  paid  only  when  such  payments  are 
approved  by  the  production  credit  corporation  of  the  district  and  are 
consistent  with  policies  established  by  the  Farm  Credit  Adminis¬ 
tration. 

Reserves  transferred  to  surplus  account  (sec.  203) 

Section  203  provides  that  as  of  the  effective  date  of  title  II,  any 
amounts  held  by  a  production  credit  association  pursuant  to  present 
law  in  its  guaranty  fund  or  in  its  reserve  for  bad  and  doubtful  debts 
would  be  transferred  to  the  surplus  account  which  wrould  be  estab¬ 
lished  under  section  202. 

Approval  of  11  excess'’  loans  (sec.  20 Jf) 

Because  section  202  -would  abolish  the  guaranty  fund  of  associations, 
section  204  would  also  eliminate  from  the  statute  the  prohibition 
against  use  of  the  guaranty  fund  for  making  loans  to  farmers  and  would 
amend  provisions  relating  to  the  size  of  loans  which  require  prior  ap¬ 
proval  by  the  production  credit  corporation  or  by  the  corporation  and 
the  Farm  Credit  Administration.  Under  present  law  such  approvals 
are  required  if  a  proposed  loan  exceeds  specified  percentages  of  the 
lending  association’s  capital  and  guaranty  fund.  Section  204  would 
change  the  provisions  as  regards  prior  approval  of  loans  by  providing 
that  no  loan  could  be  made  by  an  association  which  would  cause  the 
aggregate  indebtedness  of  the  borrower  to  the  association  to  exceed 
15  percent  of  the  capital  and  surplus  of  the  association  unless  the  loan 
is  approved  by  the  production  credit  corporation,  and  a  loan  could 
not  exceed  35  percent  of  the  capital  and  surplus  of  the  association 
unless  it  is  approved  also  by  the  Farm  Credit  Administration.  The 
new  provisions  with  respect  to  prior  approval  of  loans  would  require 
approval  of  substantially  the  same  size  loans  as  must  have  prior 
approval  under  existing  law. 

Taxable  status  of  associations  (sec.  205) 

Under  present  law  a  production  credit  association  is  exempt  from 
most  taxes  so  long  as  the  production  credit  corporation  owns  any  of 
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its  stock.  When  all  stock  of  the  association  owned  by  the  corporation 
is  retired,  such  tax  exemption  would  terminate.  Section  205  would 
provide  that  where  the  production  credit  corporation  holds  no  class  A 
stock  of  an  association  but  owns  class  C  stock  (authorized  by  the 
Farm  Credit  Act  of  1953),  the  association  would  be  subject  to  taxation. 

TITLE  III - FEDERAL  LAND  BANK  SYSTEM 

Title  III  contains  amendments  relating  to  the  land-bank  system, 
the  purpose  and  objective  of  which  are  to  increase  borrower  participa¬ 
tion  in  the  operations  of  the  system,  to  increase  operating  efficiency, 
and  to  render  a  more  complete  long-term  credit  service  to  agriculture. 

Reports  to  Farm  Credit  Administration  (sec.  301 ) 

Under  present  law,  the  Federal  land  banks  and  the  national  farm 
loan  associations  are  required  to  furnish  the  Farm  Credit  Administra¬ 
tion  with  a  quarterly  statement  of  their  condition.  In  addition,  it  is 
the  duty  of  the  secretary-treasurer  of  each  national  farm  loan  associa¬ 
tion  to  furnish  a  quarterly  report  to  the  Farm  Credit  Administration. 
Experience  has  shown  that  such  reports  are  not  necessary  quarterly 
and  that  it  may  be  preferable  to  have  them  at  other  intervals,  such  as 
annually  or  semiannually.  Section  301  would  amend  such  provisions 
to  require  that  the  reports  involved  be  made  to  the  Farm  Credit 
Administration  “as  required  by  it,”  instead  of  “quarterly.” 

Stock  subscriptions  by  the  United  States  (sec.  302) 

The  Federal  Farm  Loan  Act  contains  a  paragraph,  added  in  1932, 
which  provides  for  subscriptions  by  the  United  States  to  the  capital 
stock  of  the  Federal  land  banks,  authorizes  an  appropriation  of  $125 
million  therefor,  and  directs  that  repayments  of  such  stock  be  held 
in  a  revolving  fund  available  for  further  stock  subscriptions.  The 
last  of  the  stock  held  by  the  United  States  in  the  land  banks  was  paid 
off  and  retired  in  1947  and,  as  directed  by  the  Congress,  the  revolving 
fund  was  covered  into  the  general  fund  of  the  Treasury  in  1950.  At 
the  present  time,  therefore,  there  is  no  appropriation  available  for 
further  subscriptions  by  the  United  States  to  the  capital  stock  of  the 
land  banks  and  section  302  would  repeal  the  statutory  authority  for 
such  subscriptions  and  appropriations. 

Appraisals  by  land  bank  designees  (sec.  303) 

Before  a  Federal  land-bank  loan  now  may  be  closed,  the  application 
therefor  must  be  referred  to  a  land-bank  appraiser,  who  is  a  public 
official  appointed  by  the  Farm  Credit  Administration,  to  investigate 
and  make  a  written  report  on  the  security  offered  for  the  loan.  The 
loan  may  not  be  made  unless  such  written  report  of  the  land-bank 
appraiser  is  favorable.  Also,  the  amount  of  any  loan  may  not  exceed 
65  percent  of  the  normal  value  of  the  security  as  determined  by  the 
land-bank  appraiser.  A  loan  made  within  such  requirements,  among 
others,  may  then  be  pledged  by  the  bank  as  collateral  security  for 
farm  loan  bonds  at  the  amount  of  its  unpaid  balance. 

As  a  result  of  long  experience  in  making  and  servicing  such  loans, 
there  are  now  employees  of  national  farm  loan  associations  and  of 
Federal  land  banks,  as  well  as  certain  others  in  each  district,  suffi¬ 
ciently  familiar  with  the  appraisal  standards  prescribed  by  the  Farm 
Credit  Administration  to  enable  such  employees,  subject  to  subsequent 
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review  by  a  regular  land-bank  appraiser,  to  make  the  investigation 
and  appraisal  of  the  security  now  required  to  be  made  bv  a  land-bank 
appraiser.  Section  303  woidd  amend  section  10  of  the  Federal  Farm 
Loan  Act  to  authorize  a  Federal  land  bank,  with  the  approval  of  the 
Farm  Credit  Administration,  to  make  a  loan  on  the  basis  of  an  investi¬ 
gation  and  a  favorable  written  report  by  a  person  designated  by  the 
Federal  land  bank  of  the  district.  A  loan  so  made  could  then  be  used 
as  collateral  for  bonds  at  its  unpaid  balance.  A  bank  making  any 
such  loan  would  be  required  to  obtain,  within  1  year,  a  written  report 
on  the  security  for  the  loan  by  a  regularly  appointed  land-bank 
appraiser.  In  the  event  that  the  unpaid  balance  of  the  loan  is  more 
than  65  percent  of  the  normal  value  established  by  the  land-bank 
appraiser,  the  loan  could  not  thereafter  be  carried  as  bond  collateral 
at  an  amount  in  excess  of  such  65  percent.  Further,  the  loan  could 
not  thereafter  be  used  as  bond  collateral  in  any  amount  unless  the 
report  by  the  land-bank  appraiser  establishes  that  the  security  meets 
the  standards  prescribed  by  the  Farm  Credit  Administration  for  a 
land-bank  loan.  { 

Purposes  of  leans  (sec.  304  ( « )) 

The  Federal  Farm  Loan  Act  enumerates  five  purpos  ;  for  which 
Federal  land-bank  loans  may  be  made.  One  of  the  specified  purposes 
is  to  provide  the  owner  of  the  land  mortgaged  with  funds  for  general 
agricultural  uses.  This  purpose  is  broad  enough  to  include  such  other 
specified  purposes  as  the  purchase  of  land  for  agricultural  uses;  the 
purchase  of  equipment,  fertilizers,  and  livestock  for  operation  of  the 
mortgaged  farm;  and  to  provide  buildings  and  farmland  improvements. 
The  other  specific  purpose  of  such  loans  is  to  liquidate  indebtedness 
of  the  owner  of  the  land  mortgaged  incurred  for  agricultural  purposes, 
or  incurred  at  least  2  years  prior  to  the  date  of  the  loan  application. 
In  some  instances,  an  applicant  may  desire  to  obtain  a  loan  for  a 
purpose  which  is  sound  and  appropriate  in  his  circumstances,  but  the 
purpose  is  not  plainly  within  those  enumerated  in  the  existing  law. 
Section  304  (a)  woidd  restate  the  existing  purposes  in  a  single  compre¬ 
hensive  provision  which  would  recognize  not  only  all  general  agricul¬ 
tural  purposes,  but,  under  rules  and  regulations  of  the  Farm  Credit 
Administration,  also  other  requirements  of  the  owner  of  the  land  to 
be  mortgaged  as  security  for  the  loan.  | 

Basis  of  farm  appraisal  (sec.  304  (&)) 

The  law  now  provides  that  a  Federal  land-bank  loan  may  not  exceed 
65  percent  of  the  normal  value  of  the  farm  mortgaged,  as  ascertained 
by  appraisal,  and  that  “In  making  said  appraisal  the  value  of  the 
farm  for  agricultural  purposes  shall  be  the  basis  of  appraisal  and 
the  normal  earning  power  of  said  farm  shall  be  a  principal  factor.” 
Section  304  (b)  woidd  amend  the  sentence  to  add  that,  “consistent  with 
community  standards,  the  appraisal  may  also  reflect  home  advantages, 
and  the  availability  to  a  typical  operator  of  the  property  of  earnings 
from  other  dependable  soui'ces  to  supplement  the  normal  earning  power 
of  the  farm.” 

Appraisals  under  the  existing  statutory  standard  have  reflected  to 
some  extent  the  home  advantages  of  the  farm  offered  as  security, 
as  well  as  the  availability  of  earnings  from  other  dependable  sources. 
However,  under  existing  statutory  restrictions  these  factors  in  many 
instances  could  not  be  sufficiently  reflected  in  the  appraisals  so  that 
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so-called  part-time  farms,  the  operators  of  which  commonly  avail 
themselves  of  other  employment,  could  be  deemed  acceptable  security 
for  land-bank  loans.  The  amendment  made  by  section  304  (b)  would 
enable  the  Federal  land  banks  to  extend  their  loan  service  to  cover 
many  of  such  part-time  farm  properties. 

Loans  to  farming  corporations  (sec.  304  (c)) 

Since  1935,  the  Federal  Farm  Loan  Act  has  included  a  provision 
that  Federal  land-bank  loans  may  be  made  to  a  corporation  engaged 
in  the  raising  of  livestock  if  at  least  75  percent  in  value  and  number  of 
shares  of  the  stock  of  the  corporation  is  owned  by  individuals  them¬ 
selves  personally  actually  engaged  in  the  raising  of  livestock  on  the 
farm  to  be  mortgaged  as  security  for  the  loan,  and  if  the  owners  of  at 
least  75  percent  in  value  and  number  of  shares  of  the  stock  of  the 
corporation  assume  personal  liability  for  the  loan.  The  conditions 
applicable  to  livestock  corporation  loans  make  such  loans  available, 
for  the  most  part,  only  to  cases  of  closely  held  or  family-type  corpora- 
\  tions.  Section  304  (c)  would  amend  the  existing  provision  to  authorize 
'  loans  to  corporations  engaged  in  general  farming  operations  if  they 
meet  the  same  requirements  which  now  apply  to  corporations  engaged 
in  the  ram  ;g  of  livestock. 

Maximum  loans  (sec.  304  (d)) 

Under  existing  law  the  amount  of  land-bank  loans  to  any  one  bor¬ 
rower  is  limited  to  $100,000,  but  loans  to  any  one  borrower  may  not 
exceed  $25,000  unless  approved  by  the  Farm  Credit  Administration. 
Section  304  (d)  of  the  bill  would  increase  the  maximum  loan  limit  from 
$100,000  to  $200,000,  and  require  loans  over  $100,000  to  be  approved 
by  the  Farm  Credit  Administration. 

Deferment  of  installment  payments  (sec.  305) 

Federal  land-bank  loans  are  required  to  be  made  on  an  amortization 
plan  under  which  the  loan  will  be  repaid  within  an  agreed  period  of 
not  more  than  40  years.  The  land  banks  now  have  authority  to  per¬ 
mit  borrowers  to  defer  the  payment  of  principal  installments  on  their 
loans  in  distress  cases.  The  Federal  Farm  Loan  Act  also  includes  a 
provision  which  specifically  authorizes  the  banks  to  permit  a  borrower 
to  defer  payment  of  the  principal  portions  of  installments  on  his  loan 
)  in  order  that  he  may  pay  indebtedness  secured  by  a  lien  junior  to  the 
lien  of  the  bank  upon  the  farmland  mortgaged  to  secure  his  land- 
bank  loan.  Section  305  woidd  permit  deferments  for  other  purposes 
for  a  period  not  exceeding  5  years  under  regulations  prescribed  by  the 
Farm  Credit  Administration. 

Legal  reserves  (sec.  306  (a)) 

Federal  land  banks. — Under  existing  law,  each  land  bank  is  required 
to  carry  to  reserve  account  semiannually  a  certain  percentage  of  its 
net  earnings  (not  less  than  50  percent  until  said  reserve  equals  its 
capital  stock  and  thereafter  10  percent).  There  is  no  limitation  on 
the  total  amount  of  legal  reserve  which  is  thus  required  to  be  estab¬ 
lished.  Section  306  (a)  would  limit  the  legal  reserve  required  to  be 
accumulated  by  a  Federal  land  bank  to  150  percent  of  its  outstanding 
capital  stock,  and  permit  any  land  bank  having  a  legal  reserve  in 
excess  of  such  150  percent  to  withdraw  such  excess  from  the  legal 
reserve  account  with  the  approval  of  the  Farm  Credit  Administration 
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National  farm  loan  associations  {sec.  S06  { b )). — Under  existing  law, 
each  national  farm  loan  association  is  required  to  carry  to  reserve 
account  semiannually  a  certain  percentage  of  its  net  earnings  (not 
less  than  10  percent  until  said  reserve  equals  25  percent  of  its  capital 
stock  and  thereafter  5  percent).  As  in  the  case  of  the  Federal  land 
banks,  there  is  no  limitation  on  the  total  amount  of  legal  reserve 
which  is  thus  required  to  be  established.  Section  306  (b)  would 
limit  the  legal  reserve  required  to  be  accumulated  by  a  national  farm 
loan  association  to  50  percent  of  its  outstanding  capital  stock,  and 
would  permit  any  association  having  a  legal  reserve  in  excess  of  50 
percent  of  its  outstanding  capital  stock  to  withdraw  such  excess  from 
the  legal  reserve  account  with  the  approval  of  the  Farm  Credit 
Administration. 

Effective  date. — Section  306  (c)  of  the  bill  would  make  the  new 
limitations  on  the  legal  reserves  of  land  banks  and  farm  loan  associa¬ 
tions  effective  on  the  next  January  1,  or  July  1  whichever  first  occurs 
after  enactment. 

Examination  costs  of  national  farm  loan  associations  {sec.  S07 )  " 

Under  existing  law,  the  costs  of  examinations  of  the  national  farm 
loan  associations  by  the  Farm  Credit  Administration  is  assessed 
against  and  collected  from  the  Federal  land  bank  in  the  district,  and 
there  is  no  provision  for  recovery  of  such  costs  from  the  national  farm 
loan  associations.  Section  307  would  provide  that  such  costs  of 
examinations  shall  be  apportioned  to  the  national  farm  loan  associa¬ 
tions  but  shall  continue  to  be  assessed  against  and  collected  from 
the  Federal  land  bank  of  the  district,  with  the  bank  being  authorized 
to  collect  such  amounts  from  the  associations  in  a  manner  approved 
by  the  Farm  Credit  Administration. 

TITLE  IV— MISCELLANEOUS  PROVISIONS 

Elections 

Directors  of  district  boards. — Section  401  (a)  woidd  amend  section 
5  (b)  of  the  Farm  Credit  Act  of  1937  to  make  ineligible  for  election 
to  a  district  farm  credit  board  any  salaried  officer  or  employee  of 
the  Farm  Credit  Administration  or  of  any  corporation  operating  under 
the  supervision  of  the  Farm  Credit  Administration.  Any  such  officer 
or  employee  is  now  ineligible  for  appointment  to  membership  on  the( 
district  board.  This  amendment  would  not  affect  the  term  of  office 
of  any  person  serving  on  such  board  on  the  date  of  enactment  of  the 
bill. 

Three  of  the  7  members  of  a  district  farm  credit  board  are  elected 
1  each  by  3  groups  of  associations  in  the  district  (national  farm  loan 
associations,  production  credit  associations,  and  cooperatives  which 
are  stockholders  or  subscribers  to  the  guaranty  fund  of  the  regional 
bank  for  cooperatives).  Each  of  these  groups  is  entitled  to  elect  an 
additional  director  to  the  district  farm  credit  board  to  serve  in  lieu 
of  an  appointed  district  director  (or  third  district  director),  whenever, 
as  determined  by  the  Farm  Credit  Administration,  the  Government 
capital  devoted  to  such  group  has  either  been  returned  or  reduced 
below  a  specified  level.  Under  existing  law,  such  an  election  may  not 
be  begun  until  the  required  determination  is  made  by  the  Farm 
Credit  Administration  as  of  the  date  3  months  before  the  expiration  of 
the  term  of  office  to  which  the  additional  elected  director  is  to  succeed. 
Section  401  (b)  would  change  such  determination  date  from  3  months 
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to  6  months  before  the  expiration  of  the  term  to  which  the  additional 
elected  director  is  to  succeed  and  permit  the  Farm  Credit  Administra¬ 
tion  to  begin  such  elections  as  much  as  3  months  earlier,  or  at  any  time 
within  6  months  before  the  expiration  of  the  term. 

Nominations  for  appointment  to  Federal  Farm  Credit  Board  {sec. 
402  (a). — Twelve  of  the  13  members  of  the  Federal  Board  are 
appointed  by  the  President  after  considering  nominations  by  the  3 
voting  groups  in  each  farm  credit  district.  If  there  should  be  a  tie  in 
the  final  voting  by  any  of  the  three  voting  groups,  present  law  provides 
that  the  election  procedure  shall  be  repeated  for  the  particular  group 
until  the  tie  is  broken.  Section  402  (a)  would  eliminate  the  present 
requirement  of  any  further  election  to  break  such  a  tie  and  would 
provide  instead  that  all  persons  so  tied  shall  be  considered  designated 
as  nominees. 

Term  of  office  of  members  of  Federal  Farm  Credit  Board  {sec.  402  ( b )  (c)) 

The  term  of  office  of  the  appointed  members  of  the  Federal  Farm 
Credit  Board  now  begins  on  December  1.  Section  402  (c)  would 
extend  existing  terms  of  office  4  months  so  that  in  the  future  the  term 
of  office  of  all  successors  would  begin  on  April  1.  Since  there  is  a 
provision  in  the  existing  law  as  to  how  long  a  member  of  such  Board 
shall  be  eligible  to  serve,  section  402  (b)  of  the  bill  would  amend  that 
provision  to  permit  a  member  to  serve  an  additional  4  months  if  his 
term  is  one  which  would  be  extended  for  4  months. 

Separability  provision  {sec.  408 ) 

Section  403  of  the  bill  contains  the  usual  separability  provision  and 
reserves  the  right  to  alter,  amend,  or  repeal  the  enacted  bill. 

Changes  in  Existing  Law  (H.  R.  5168) 

In  compliance  with  clause  3  of  rule  XIII  of  the  Rules  of  the  House 
of  Representatives,  changes  in  existing  law  made  by  the  bill  are  shown 
as  follows  (existing  law  proposed  to  be  omitted  is  enclosed  in  brackets, 
new  matter  is  in  italics,  and  existing  law  in  which  no  change  is  pro¬ 
posed  is  shown  in  roman): 

Act  of  June  16,  1933 

AN  ACT  To  provide  for  organizations  within  the  Farm  Credit  Administration  to  make  loans  for  the 
production  and  marketing  of  agricultural  products,  to  amend  the  Federal  Farm  Loan  Act,  to  amend  the 
Agricultural  Marketing  Act,  to  provide  a  market  for  obligations  of  the  United  States,  and  for  other 
purposes. 

Be  it  enacted  by  the  Senate  and  House  of  Representatives  of  the  United  States  of 
America  in  Congress  assembled, 

Title  I 

Section  1.  This  Act  shall  be  known  as  the  “Farm  Credit  Act  of  1933.” 
******* 

Sec.  21.  The  stock  of  such  associations  shall  be  divided  into  shares  of  $5  each; 
and  there  shall  be  two  classes  of  such  stock:  (1)  Class  A  stock  which  is  to  be  held 
by  the  Production  Credit  Corporations,  and  which  may  be  purchased  and  held  by 
investors,  and  (2)  Class  B  stock  which  may  be  purchased  only  by  farmer  borrowers 
from  the  association  and  individuals  eligible  to  become  borrowers.  Class  B  stock 
only  shall  be  entitled  to  voting  rights  but  each  holder  of  such  stock  shall  be  entitled 
to  no  more  than  one  vote.  No  Class  B  stock  or  any  interest  therein  or  right  to 
receive  dividends  thereon,  shall  be  transferred  by  act  of  parties  or  operation  of 
law  except  to  another  farmer  borrower  or  an  individual  eligible  to  become  a 
borrower,  and  then  only  with  the  approval  of  the  directors  of  the  association. 
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Each  holder  of  Class  B  stock,  within  two  years  after  he  has  ceased  to  be  a  borrower, 
shall  exchange  such  Class  B  stock  at  the  fair  book  value  (not  to  exceed  par) 
thereof,  as  determined  by  the  association,  for  Class  A  stock.  [All  stock  shall 
share  in  dividend  distributions  without  preference]  Dividends  may  be  paid  on 
Class  A  stock  and  Class  B  stock  without  preference  or  on  Class  A  stock  alone,  as  the 
board  of  directors  of  the  association  may  determine,  but  the  directors  of  the  associa¬ 
tion,  may,  in  their  discretion,  apply  the  amount  of  any  dividend  payable  to  a 
holder  of  Class  B  stock  to  any  indebtedness  of  such  holder  to  the  association. 
Class  A  stock  shall  be  preferred  as  to  assets  of  the  association  upon  liquidation. 
During  such  time  as  any  Production  Credit  Corporation  is  a  holder  of  any  stock 
of  any  such  association,  the  appointment  or  election  of  directors,  the  secretary- 
treasurer,  and  the  loan  committee  of  such  association  shall  be  subject  to  the  ap¬ 
proval  of  the  president  of  the  Production  Credit  Corporation  and  during  such 
time  any  such  director,  secretary- treasurer,  or  other  officer  may,  at  any  time,  be 
removed  by  the  president  of  the  Production  Credit  Corporation. 

[Sec.  22.  Each  Production  Credit  Association  shall,  at  the  end  of  its  fiscal 
year,  apply  the  amount  of  earnings  in  excess  of  operating  expenses  during  such 
fiscal  year,  first,  to  making  up  any  losses  in  excess  of  its  reserve  for  bad  and  doubtful 
debts;  second,  to  the  restoration  of  the  amount  of  the  impairment,  if  any,  of 
capital;  third,  to  the  creation  and  maintenance  of  a  reserve  account  for  bad  and 
doubtful  debts,  the  amount  of  which  account  shall  be  prescribed  by  the  Production 
Credit  Corporation;  and,  fourth,  to  the  creation  and  maintenance  of  a  guaranty 
fund  equal  to  at  least  25  per  centum  of  the  paid-in  capital  of  the  association.  Any 
sums  remaining  may,  with  the  approval  of  the  Production  Credit  Corporation, 
be  devoted  to  the  payment  of  dividends  but  no  rate  of  dividend  in  excess  of  7 
per  centum  per  annum  shall  be  paid.  Sums  in  the  guaranty  fund  herein  provided 
for  shall  be  invested  subject  to  such  rules  and  regulations  as  may  be  prescribed  by 
the  Production  Credit  Corporation.] 

Sec.  22.  (a)  Each  Production  Credit  Association  shall,  at  the  end  of  each  fiscal 
year,  apply  the  amount  of  its  earnings  in  excess  of  operating  expenses  ( including 
provision  for  reasonable  valuation  reserves )  during  such  fiscal  year,  first,  to  the  restora¬ 
tion  of  the  impairment,  if  any,  of  capital;  and,  second,  to  the  establishment  and 
maintenance  of  a  surplus  account,  the  minimum  amount  of  which  shall  be  prescribed 
by  the  Production  Credit  Corporation. 

(b)  A  Production  Credit  Association  may  pay  dividends  of  not  to  exceed  7  per 
centum  per  annum  when  such  payments  are  approved  by  the  Production  Credit 
Corporation  of  the  district  and  are  consistent  with,  policies  established  under  regula¬ 
tions  issued  by  the  Farm  Credit  Administration. 

[Sec.  23.  Each  Production  Credit  Association  shall  under  such  rules  and 
regulations  as  may  be  prescribed  by  the  Production  Credit  Corporation  of  the 
district  with  the  approval  of  the  Governor,  invest  its  funds  and  make  loans  to 
farmers  for  general  agricultural  purposes,  but  such  part  of  its  funds  as  is  repre¬ 
sented  by  the  guaranty  fund  provided  for  in  section  22  shall  not  be  devoted  to 
making  loans  to  farmers.  Such  loans  shall  be  made  on  such  terms  and  conditions, 
at  such  rates  of  interest,  and  with  such  security  as  may  be  prescribed  by  the 
Production  Credit  Corporation.  No  loan  shall  be  made  for  a  less  amount  than 
$50,  nor  shall  any  one  borrower  be  indebted  to  the  association  at  any  one  time  in 
an  amount  in  excess  of  20  per  centum  of  the  capital  and  guaranty  fund  of  the 
association  or,  if  the  loan  is  secured  by  collateral  approved  by  the  Corporation, 
in  an  amount  in  excess  of  50  per  centum  of  the  capital  and  guaranty  fund,  but 
loans  may  be  made  to  any  borrower  in  an  amount  in  excess  of  50  per  centum  of 
the  capital  and  guaranty  fund  if  the  loan  is  approved  by  the  Production  Credit 
Commissioner  of  the  Farm  Credit  Administration.  Borrowers  shall  be  required 
to  own,  at  the  time  the  loan  is  made,  class  B  stock  in  an  amount  equal  in  fair 
book  value  (not  to  exceed  par),  as  determined  by  the  association,  to  $5  per  $100 
or  fraction  thereof  of  the  amount  of  the  loan.  Such  stock  shall  not  be  canceled 
or  retired  upon  payment  of  the  loan  but  may  be  transferred  or  exchanged  as 
provided  in  section  21.] 

SEC.  23.  Each  Production  Credit  Association  shall,  under  such  rules  and  regula¬ 
tions  as  may  be  prescribed  by  the  Prodiiction  Credit  Corporation  of  the  district  with 
the  approval  of  the  Farm  Credit  Administration,  invest  its  funds  and  make  loans  to 
farmers  for  general  agricultural  purposes.  Such  loans  shall  be  made  on  such  terms 
and  conditions,  at  such  rates  of  interest,  and  with  such  security  as  may  be  prescribed 
by  the  corporation.  No  borrower  shall  be  indebted  to  the  association  at  any  one  time 
in  an  amount  in  excess  of  15  per  centum  of  the  capital  and  surplus  of  the  association 
unless  the  loan  has  the  prior  approval  of  the  corporation,  or  in  excess  of  35  per  centum 
of  the  capital  and  surplus  of  the  association  unless  the  loan  also  has  the  prior  approval 
of  the  Farm  Credit  Administration .  Borrowers  shall  be  required  to  own,  at  the  time 
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the  loan  is  made,  Class  B  stock  of  the  association  in  an  amount  equal  in  fair  hook 
value  ( not  to  exceed  par),  as  determined  by  the  association,  to  $5.00  per  $100  or  frac¬ 
tion  thereof  of  the  amount  of  the  loan.  Such  stock  shall  not  be  canceled  or  retired 
upon  payment  of  the  loan  but  may  be  transferred  or  exchanged  as  provided  in  section  21 
of  this  Act. 

******  * 
[Board  of  Central  Bank 

[Sec.  31.  (a)  The  board  of  directors  of  the  Central  Bank  for  Cooperatives  shall 
consist  of  seven  members,  one  of  whom  shall  be  the  Cooperative  Bank  Commis¬ 
sioner  of  the  Farm  Credit  Administration,  who  shall  be  chairman  of  the  board  of 
directors.  The  other  six  directors  shall  be  appointed  by  the  Governor,  of  whom 
the  successors  of  the  three  first  appointed  shall  be  appointed  from  nominees  se¬ 
lected  by  borrowers  as  provided  in  subsection  (bl.  The  terms  of  the  directors 
first  appointed  shall  be  for  one,  two,  and  three  years  as  designated  by  the  Governor 
at  the  time  of  appointment  and  their  successors  shall  hold  their  offices  during  a 
term  of  three  years,  but  a  director  appointed  to  fill  a  vacancy  shall  hold  his  office 
for  the  unexpired  term  of  the  director  whose  place  he  is  selected  to  fill.  Any 
appointed  director  may  at  any  time  be  removed  for  cause  by  the  Governor.  No 
compensation  shall  be  paid  any  director  as  a  director  of  the  corporation,  but  the 
corporation,  subject  to  the  approval  of  the  Governor,  may  allow  directors  a 
reasonable  per  diem  and  expenses. 

[('b')  The  successors  of  three  of  the  directors  first  appointed  shall  be  selected 
one  each  year  by  the  Governor  from  among  individuals  nominated  by  borrowers 
(except  Banks  for  Cooperatives).  The  Governor  shall,  not  less  than  sixty  days 
prior  to  the  end  of  the  term  of  any  director  whose  successor  is  to  be  appointed 
from  among  nominees  as  herein  provided,  or  as  soon  as  practicable  after  a  vacancy 
occurs  in  the  office  of  such  director  other  than  by  the  expiration  of  his  term,  cause 
notice  of  the  vacancy  to  be  sent  to  each  borrower  eligible  to  vote  for  nominees. 
Each  such  borrower  shall  be  eligible  to  cast  one  vote.  The  Governor  shall  not 
count  any  ballot  received  after  the  expiration  of  thirty  days  after  the  sending  of 
notice.  From  those  (not  exceeding  three)  receiving  the  highest  number  of  votes, 
as  shown  by  his  count,  the  Governor  shall  appoint  the  director.] 

Sec.  3 1 .  Board  of  Directors  of  Central  Bank.  The  Central  Bank  for  Cooperatives 
shall  have  seven  directors.  Of  this  number  four  shall  be  appointed  by  the  Governor  of 
the  Farm  Credit  Administration  by  and  with  the  advice  and  consent  of  the  Federal 
Farm  Credit  Board  and  three  shall  be  elected  by  the  regional  banks  for  cooperatives 
and  cooperative  associations:  Provided,  That  the  terms  of  office  of  directors  established 
prior  to  the  effective  date  of  title  I  of  the  Farm  Credit  Act  of  1955  shall  continue 
through  the  thirty-first  day  of  December  next  following  the  effective  date  of  said  title  I 
and  shall  expire  at  the  end  of  that  day.  Three  of  the  directors  appointed  by  the  Farm 
Credit  Administration  shall  be  appointed  for  terms  of  one  year,  two  years,  and  three 
years  respectively  as  designated  at  the  time  of  appointment  and  the  fourth  appointed 
director  shall  be  appointed  for  a  term  of  three  years  and  thereafter  each  appointed 
director  shall  be  appointed  for  a  term  of  three  years.  Any  appointed  director  may  be 
removed  at  pleasure  at  any  time  by  the  Farm  Credit  Administration.  The  Farm 
Credit  Administration  shall  prescribe  rules  and  regulations  for  the  nominations  and 
elections  required  by  this  section.  Sufficiently  in  advance  of  the  first  day  of  January 
next  following  the  effective  date  of  title  I  of  the  Farm  Credit  Act  of  1955,  and  at  any 
time  subsequent  to  the  enactment  thereof,  the  Farm  Credit  Administration  shall  take 
all  action  necessary  in  order  to  permit  the  elections  hereby  provided  and  shall  group 
the  several  farm  credit  districts  into  three  areas,  each  of  which  shall  be  comprised  of 
four  contiguous  farm  credit  districts,  and  a  director  shall  be  elected  from  nominees 
from  each  of  such  areas  by  regional  banks  for  cooperatives  of  the  area  and  cooperative 
associations  of  the  area  eligible  to  vote.  The  three  elected  directors  shall  be  elected  for 
terms  of  one  year,  two  years,  and  three  years  respectively,  as  shall  be  designated  by 
the  Farm  Credit  Administration  and  thereafter  elected  directors  shall  be  elected  for 
terms  of  three  years:  Provided,  That  whenever,  as  determined  by  the  Farm  Credit 
Administration,  the  sum  of  the  capital  stock  and  subscriptions  to  the  guaranty  fund 
of  the  Central  Bank  held  by  persons  other  than  the  Governor  of  the  Farm  Credit 
Administration  on  behalf  of  the  United  States  and  surplus  and  reserve  accounts  of 
said  bank  shall  equal  or  exceed  662/3  per  aentum  of  the  total  capital  stock,  subscriptions 
to  the  guaranty  fund  and  surplus  and  reserve  accounts  of  said  bank  as  of  the  date  six 
months  before  the  expiration  of  the  term  of  office  of  any  appointed  director,  except 
the  fourth  appointed  director,  whose  term  next  expires,  the  successor  to  such  director 
shall  be  elected  from  nominees  for  a  term  of  three  years  by  regional  banks  for  coopera- 
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lives  of  the  area  and  cooperative  associations  of  the  area  eligible  to  vote  on  a  basis  of 
areas  comprised  of  two  contiguous  farm  credit  districts  as  designated  by  the  Farm 
Credit  Administration.  Appointed  directors  except  the  fourth  appointed  direilor 
shall  continue  to  be  replaced  by  elected  directors  in  accordance  with  the  foregoing 
provisions  until  the  total  number  of  elected  directors  shall  be  six,  elected  one  from  each 
of  six  such  areas  comprised  of  two  contiguous  farm  credit  districts.  Whenever,  as 
determined  by  the  Farm  Credit  Administration,  the  sum  of  the  capital  stock  and  sub¬ 
scriptions  to  the  guaranty  fund  of  the  Central  Bank  held  by  persons  other  than  the 
Governor  of  the  Farm  Credit  Administration  on  behalf  of  the  United  States  and  surplus 
and  reserve  accounts  of  said  bank  shall  not  equal  or  exceed  662/3  per  centum  of  the 
total  capital  stock,  subscriptions  to  the  guaranty  fund  and  surplus  and  reserve  accounts 
of  the  bank  as  of  the  dite  six  months  before  the  expiration  of  the  term  of  office  of  any 
elected  director  whose  term  next  expires,  the  successor  to  such  elected  director  shall,  if 
the  number  of  elected  directors  then  exceeds  three,  be  appointed  by  the  Governor  of 
the  Farm  Credit  Administration  by  and  with  the  advice  and  consent  of  the  Federal 
Farm  Credit  Board  for  a  term  of  three  years.  In  any  such  case  where  only  one  addi¬ 
tional  appointed  director  is  needed  in  order  to  increase  the  total  number  of  appointed 
directors  to  four,  and  the  terms  of  office  of  more  than  one  elected  director  next  expire, 
the  Farm  Credit  Administration  shall  designate  the  one  of  such  next  expiring  terms 
of  office  which  shall  be  replaced  by  the  additional  appointed  director.  Any  vacancy 
in  the  board  whether  filled  by  appointment  or  by  election  shall  be  filled  for  the  unexpired 
term  in  the  same  manner  in  which  the  vacant  office  was  filled.  Each  regional  bank 
for  cooperatives ,  each  cooperative  association  which  is  a  direct  borrower  from  the 
Central  Bank,  each  holder  of  one  or  more  shares  of  Class  C  stock  in  a  regional  bank 
for  cooperatives  which  is  eligible  to  vote  under  section  42  («)  (S),  and  each  holder  of 
one  or  more  shares  of  stock  in  the  Central  Bank  or  any  regional  bank  for  cooperatives 
issued  before  the  effective  date  of  title  I  of  the  Farm  (Credit  Act  of  1955  which  is 
eligible  to  vote  shall  be  eligible  to  vole  for  directors  of  the  Central  Bank  and  each  such 
holier  shall  be  entitled  to  one  vote  only  without  regard  to  the  number  of  shares  held 
in  any  one  or  more  cf  said  banks,  and  the  vote  of  any  such  holder  of  sto'-k in  more 
than  one  bank  shall  be  cast  only  with  respect  to  elections  in  the  area  in  which  is  located 
the  main  office  of  such  holder.  Elected  directors  shall  have  been,  for  at  least  two 
years,  residents  of  the  area  for  which  they  are  elected.  No  person  shall  be  'eligible  for 
nomination,  election  or  appointment  as  a  director  if  such  person  has  within  one  year 
next  preceding  the  commencement  of  the  term  been  a  salaried  officer  or  employee  of 
the  Farm  Credit  Administration  or  of  any  corporation  operating  under  its  super¬ 
vision.  Any  person  who  is  a  member  of  the  Federal  Farm  Credit  Board  or  a  district 
farm  credit  board  when  appointed  or  elected  as  director  shall  resign  as  a  member  of 
the  Federal  Farm  Credit  Board  cr  the  district  board  before  assuming  his  duties  as 
director  of  the  Central  Bank.  No  person  who  becomes  such  director  shall  be  eligible 
to  continue  to  serve  if  he  becomes  a  member  of  the  Federal  Farm  Credit  Boa,rd  or  any 
district  farm  credit  board  or  an  officer  or  employee  of  the  Farm  Credit  Adviinistration 
or  an  officer  or  employee  of  any  corporation  operating  under  the  supervision  of  the 
Farm  Credit  Administration. 

[Powers  of  Chairman  and  Board 

[Sec.  32.  The  chairman  of  the  board  of  the  corporation  shall  be  the  executive 
officer  of  the  corporation  and  the  powers  of  the  board  of  directors  shall  be  such 
powers  as  may  be  prescribed  in  the  charter  and  bylaws.] 

Sec.  32.  Powers  of  Board  of  Directors  of  Central  Bank.  The  board  of  directors 
of  the  Central  Bank  for  Cooperatives  shall  elect  a  chairman  and  vice  chairman  from 
among  its  members.  The  powers  of  the  board  of  directors  shall  be  such  powers  as 
may  be  prescribed  in  the  charter  and  bylaws  with  the  approval  of  the  Farm  Credit 
Administration:  Provided,  That  said  board  without  limitation  of  powers  conferred 
by  section  60  shall  have  power,  subject  to  approval  of  the  Farm  Creiit  Administration, 
to  appoint  and  fix  the  compensation  of  the  chief  executive  officer  and  such  other  officers 
and  employees,  experts,  and  consultants  as  may  be  necessary  for  the  efficient  conduct 
of  the  bank’s  business:  Provided  further,  That  the  chief  executive  officer  of  the  bank 
shall  not  be  an  officer  or  employee  of  the  Farm  Creiit  Administration. 

Sec.  33.  The  capital  stock  of  the  Central  Bank  shall  be  in  such  amount  as  the 
Governor  determines  is  required  for  the  purpose  of  meeting  the  credit  needs  of 
eligible  borrowers  from  the  bank  under  this  title,  and  the  Governor  may  from 
time  to  time  increase  or  decrease  such  amount,  subject  to  the  limitations  contained 
in  sections  35  and  37,  in  accordance  with  such  needs.  The  stock  of  such  bank 
shall  be  divided  into  shares  of  $10(1  each.  Out  of  the  revolving  fund  created 
under  section  6  of  the  Agricultural  Marketing  Act,  as  amended,  the  Governor,  on 
behalf  of  the  United  States,  shall  subscribe  for  and  make  payments  for  stock  in 
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the  Central  Bank  and  such  payments  shall  be  subject  to  call  in  whole  or  in  part 
by  the  [chairman  of  the  board]  board  of  directors  of  the  Central  Bank  with  the 
approval  of  the  Governor. 

Sec.  34.  Subject  to  such  terms  and  conditions  as  may  be  prescribed  by  the 
[chairman  of  its  board  of  directors]  Farm  Credit  Administration ,  the  Central 
Bank  is  authorized:  (a)  to  make  loans  to  cooperative  associations  as  defined  in 
the  Agricultural  Marketing  Act,  for  any  of  the  purposes  and  subject  to  the  con¬ 
ditions  and  limitations  set  forth  in  such  Act,  as  amended;  (b)  to  make  loans  (by 
Way  of  discount  or  otherwise)  to  banks  for  cooperatives  organized  under  section 
2  of  this  Act;  (c)  to  buy  from,  and  sell  to  any  such  bank  or  any  Federal  inter¬ 
mediate  credit  bank  any  note,  draft,  bill  of  exchange,  debenture,  or  other  obliga¬ 
tion,  or  any  interest  therein;  and  (d)  to  borrow  from,  and  discount  or  rediscount 
paper  with,  any  and  all  such  banks  and  commercial  banks.  Notwithstanding 
any  limitations  or  conditions  imposed  by  law,  but  subject  to  the  availability  of 
funds,  the  Central  Bank  for  Cooperatives  shall  have  power  and  authority  to 
make  separate  loans  to  cooperative  associations  as  defined  in  the  Agricultural 
Marketing  Act,  as  amended,  for  the  purpose  of  financing  the  construction  of 
structures  for  the  storage  of  agricultural  commodities  (other  than  structures  to 
provide  refrigerated  cold  storage  or  structures  located  in  areas  in  which  existing 
privately  owned  storage  facilities  for  the  commodity  concerned  are  adequate)  in 
amounts  up  to  a  maximum  of  80  per  centum  of  the  cost  of  such  structures,  as 
approved  by  such  bank:  Provided,  That  the  cooperative  association  which  has 
applied  for  any  loan  shall  have  furnished  to  such  bank  an  appropriate  commit¬ 
ment  from  the  Commodity  Credit  Corporation  that  the  Commodity  Credit 
Corporation  will  lease  or  guarantee  utilization  of  not  less  than  75  per  centum  of 
the  storage  space  contained  in  such  structures  when  completed  for  a  period  of  at 
least  three  years  if  such  structures  were  not  additions  to  existing  structures  or 
two  years  if  such  structures  are  additions  to  existing  structures. 

[Stock  Subscriptions  of  Borrowers  From  Central  Bank 

[Sec.  35.  (a)  Cooperative  associations  borrowing  from  the  Central  Bank  shall 
be  required  to  own,  at  the  time  the  loan  is  made,  an  amount  of  stock  of  the  bank 
equal  in  fair  book  value  (not  to  exceed  par),  as  determined  by  the  bank,  to  $100 
per  $2,000  or  fraction  thereof  of  the  amount  of  the  loan,  except  that,  in  connection 
with  any  loan  made  on  the  security  of  commodities,  the  borrower  shall  be  re¬ 
quired  to  own,  at  the  time  the  loan  is  made,  only  such  amount  of  stock  as  may  be 
prescribed  by  rules  and  regulations  of  the  Governor.  Upon  discharge  of  the 
loan,  stock  held  by  the  borrowing  association  may  be,  and  upon  the  concurrent 
or  subsequent  request  of  the  borrowing  association  shall  be,  retired  and  canceled, 
and  the  association  shall  be  paid  therefor  an  amount  equal  to  the  amount  paid 
for  such  stock  or  loaned  to  subscribe  therefor,  as  the  case  may  be,  minus  the  pro 
rata  impairment,  if  any,  of  capital  and  guaranty  fund  of  the  Central  Bank,  as 
determined  by  the  Chairman  of  the  Board  of  the  Central  Bank. 

[(b)  In  any  case  in  which  a  cooperative  association  applying  for  a  loan  is  not 
authorized,  under  the  law  of  the  State  in  which  it  is  organized,  to  subscribe  for 
stock  in  the  Central  Bank,  the  bank  shall,  in  lieu  of  stock  subscription,  require 
the  borrowing  association  to  pay  into  a  guaranty  fund,  or  the  bank  may  retain 
out  of  the  amount  of  the  loan  and  credit  to  the  guaranty  fund,  an  amount  equal 
to  the  amount  which  the  borrow'ing  association  would  have  been  required  to  own 
in  stock  if  such  association  had  been  authorized  to  hold  such  stock.  Upon 
discharge  of  its  loan,  the  provisions  of  the  last  sentence  of  subsection  (a)  shall 
apply  with  respect  to  sums  of  such  association  in  the  guaranty  fund  in  the  same 
manner  as  if  such  sums  were  represented  by  stock. 

[(c)  In  any  case  where  the  debt  of  a  borrower  to  the  Central  Bank  is  in  default, 
the  bank  may,  in  accordance  with  rules  and  regulations  prescribed  by  the  governor, 
retire  and  cancel  all  or  a  part  of  the  stock  of  the  defaulting  borrower  at  the  fair 
book  value  thereof  (not  exceeding  par),  in  total  or  partial  liquidation  of  the  debt, 
as  the  case  may  be.] 

Sec.  SB.  Application  of  regional  bank  stock  provisiori s  to  Central  Bank.  All 
provisions  of  law  with  respect  to  Class  A,  Class  B,  and  Class  C  stock  in  the  regional 
banks  for  cooperatives  shall  apply  to  the  Central  Bank  for  Cooperatives  except  as  they 
may  be  inconsistent  with  the  provisions  of  this  section.  Each  borrower  from  the  Cen¬ 
tral  Bank  shall  be  required  to  own  at  the  time  the  loan  is  made  at  least  one  share  of 
Class  C  stock  in  such  regional  bank  as  the  Farm  Credit  Administration  shall  designate 
and  shall  be  required  to  invest  quarterly  in  Class  C  stock  in  such  regional  bank  or  banks 
as  the  Farm  Credit  Administration  shall  designate  an  amount  equal  to  not  less  than 
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10  nor  more  than  25  per  centum ,  as  prescribed  by  the  board  of  directors  of  the  Central 
Bank  with  the  approval  of  the  Farm  Credit  Administration,  of  the  amount  of  interest 
payable  by  such  borrower  to  the  Central  Bank  during  the  calendar  quarter.  Payments 
for  such  stock  shall  be  made  quarterly  or  when  the  regular  interest  payments  of  such 
'borrower  are  payable;  but  the  slock  shall  be  issued  to  the  borrower  as  of  the  end  of  each 
fiscal  year  in  the  amount  of  the  payments  for  stock  made  by  it  during  such  year.  The 
regional  bank  whose  stock  is  so  issued  to  such  borrower  shall  purchase  a  corresponding 
amount  of  Class  C  stock  in  the  Central  Bank. 

[Earnings  and  Reserves  of  Central  Bank 

[Sec.  36.  The  Central  Bank  for  Cooperatives  shall,  at  the  end  of  its  fiscal  year, 
apply  the  amount  of  its  earnings  in  excess  of  operating  expenses  during  such  fiscal 
yearj  first,  to  making  up  any  losses  incurred;  second,  to  the  restoration  of  the 
amount  of  the  impairment,  if'any,  of  capital  and  guaranty  fund  as  determined  by 
the  chairman  of  the  board;  and  at  least  25  per  centum  of  the  remainder  of  such 
excess  of  earnings  shall  be  applied  to  the  creation  and  maintenance  of  a  surplus 
equal  to  at  least  25  per  centum  of  the  amount  of  capital  and  guaranty  fund.  Any 
sums  remaining  may,  with  the  approval  of  the  chairman  of  the  board,  be  devoted 
to  the  payment  of  dividends.  Subscribers  to  the  guaranty  fund  shall  be  entitled 
to  dividends  in  the  same  amounts  as  subscribers  to  stock.  No  rate  of  dividend  in  . 
excess  of  7  per  centum  per  annum  shall  be  paid.  Dividends  on  stock  held  by  the  | 
Governor,  when  paid,  shall  be  credited  to  the  revolving  fund  created  under  section 
6  of  the  Agricultural  Marketing  Act,  as  amended.! 

Sec.  86.  (a)  Application  of  savings.  Each  bank  for  cooperatives,  at  the  end  of  each 
fiscal  year,  shall  determine  the  amount  of  its  net  savings  after  paying  or  providing  for 
all  operating  expenses  ( including  reasonable  valuation  reserves  and  losses  in  excess  of 
any  such  applicable  reserves )  and  shall  apply  such  savings  as  follows:  ( 1 )  To  the 
restoration  of  the  amount  of  the  impairment,  if  any,  of  capital  stock,  as  determined  by 
its  board  of  directors;  (2)  25  per  centum  of  any  remaining  savings  shall  be  used  to 
create  and  maintain  a  surplus  account;  (8)  if  said  bank  shall  have  outstanding  capital 
stock  held  by  the  United  States  during  the  whole  or  any  part  of  the  fiscal  year,  it  shall 
ne  t  pay  to  the  United  States  as  a  franchise  tax,  a  sum  equal  to  25  per  centum  of  its 
net  savings  then  remaining,  not  exceeding,  however,  a  rate  of  return  on  such  Govern¬ 
ment  capital  calculated  at  a  rate  equal  to  the  computed  average  annual  rate  of  interest 
on  all  public  issues  of  public  debt  obligations  of  the  United  States  issued  during  the 
fiscal  year  ending  next  before  such  tax  is  due,  as  certified  to  the  Farm  Credit  Admin¬ 
istration  by  the  Secretary  of  Treasury;  U)  reasonable  contingency  reserves  may  he  estab¬ 
lished;  ( 5 )  dividends  on  Class  B  slock  may  be  declared  as  provided  in  section  42  (a)  (2); 
and  ( 6 )  any  remaining  net  savings  shall  be  distributed  as  patronage  refunds  as  pro¬ 
vided  in  subsection  (b)  of  this  section:  Provided,  That  any  patronage  refunds  received 
by  a  regional  bank  from  the  Central  Bank  shall  be  excluded  from  net  savings  of  the 
regional  bank  for  the  purpose  of  computing  such  franchise  tax.  Amounts  applied  as 
provided  in  ( 2 )  and  (4)  above  after  the  effective  date  of  title  I  of  the  Farm  Credit  Act 
of  1955  shall  be  allocated  on  a  patronage  basis  approved  by  the  Farm  Credit  Admin¬ 
istration.  At  the  end  of  any  fiscal  year,  any  portion  of  the  reserve  established  under  a 
\jf)  above  which  is  no  longer  deemed  necessary  shall  be  transferred  to  the  surplus\ 
account  and,  if  the  surplus  account  of  any  such  bank  for  cooperatives  exceeds  25  per 
centum  of  the  sum  of  all  its  outstanding  capital  stock,  the  bank  may  distribute  in  the 
same  manner  as  a  patronage  refund  any  part  or  all  of  such  excess  which  has  been 
allocated.  In  making  such  distributions,  the  oldest  outstanding  allocations  shall  be 
distribided  first.  Wherever  used  in  this  Act,  the  words  “surplus  account”  as  applied 
to  any  bank  for  cooperatives  shall  mean  any  surpluses  and  contingency  reserves  shown 
on  the  books  of  the  banks  as  of  the  effective  date  of  title  I  of  the  F arm  Credit  Act  of  1955 
and  any  amounts  applied  as  provided  in  ( 2 )  above  after  the  effective  date  of  said  title  I . 
Said  surplus  account  shall  be  divided  to  show  the  amounts  thereof  subject  to  allocation 
as  provided  in  this  section  and  may  be  further  subdivided  as  prescribed  by  the  Farm 
Credit  Administration.  In  the  event  of  a  net  loss  in  any  fiscal  year  after  providing 
for  all  operating  expenses  ( including  reasonable  valuation  reserves  and  losses  in  excess 
of  any  such  applicable  reserves),  such  loss  shall  be  absorbed  by:  first,  charges  to  allo¬ 
cated  contingency  reserves;  second,  charges  to  allocated  surplus;  third,  charges  to  other 
contingency  reserves  and  surplus;  fourth,  the  impairment  of  Class  C  stock;  and  fifth r 
the  impairment  of  all  other  slock. 

(b)  Patronage  refunds.  The  patronage  refunds  of  each  regional  bank  for  coopera¬ 
tives  shall  be  paid  in  Class  C  stock  to  borrowers,  as  defined  by  the  F arm  Credit  Admin¬ 
istration  for  the  purposes  <f  this  subsection,  during  the  fiscal  year  for  which  the 
refunds  are  declared.  Patronage  refunds  of  the  Central  Bank  for  Cooperatives  shall 
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be  paid  in  Class  C  stock  to  the  regional  banks  for  cooperatives  upon  the  basis  of  interests 
held  by  the  Central  Bank  in  loans  made  by  the  regional  banks  and  upon  direct  loans 
made  by  the  Central  Bank  to  cooperative  associations;  and  any  part  of  such  refunds 
derived  from  such  direct  loans  of  the  Central  Bank  shall  be  paid  in  Class  C  stock 
issued  to  the  regional  bank  or  banks  which  issued  to  the  borrower  the  stock  incident  to 
the  loans,  or  to  a  regional  bank  or  banks  designated  by  the  Farm  Credit  Administra¬ 
tion,  and  such  bank  or  banks  shall  issue  a  like  amount  of  Class  C  stock  to  the  borrowers. 
All  patronage  refunds  shall  be  paid  in  the  proportion  that  the  amount  of  interest 
earned  on  the  loans  of  each  borrower  bears  to  the  total  interest  earned  on  the  loans  of  all 
borrowers  during  the  fiscal  year. 

(c)  Application  of  assets  on  liquidation  or  dissolution.  In  the  case  of  liquidation 
or  dissolution  of  any  bank  for  cooperatives,  after  the  payment  or  retirement,  as  the  case 
may  be,  first,  of  all  liabilities;  second,  of  all  capital  stock  issued  before  the  effective 
date  of  title  I  of  the  Farm  Credit  Act  of  1955  held  by  cooperative  associations  at  par, 
all  Class  A  stock  at  par,  and  all  Class  B  stock  at  par;  and  third,  of  all  Class  C  stock 
at  par;  any  surpluses  and  contingency  reserves  existing  on  the  effective  date  of  said 
title  I  shall  be  paid  to  the.  holders  of  outstanding  capital  stock  issued  before  the  effec¬ 
tive  date  of  said  title  I,  Class  A  stock  and  Class  C  stock  pro  rata,  and  any  remaining 
surplus  and  contingency  reserves  shall  be  distributed  to  those  entities  to  which  they 
are  allocated  on  the  books  of  the  bank.  If  it  should  become  necessary  to  use  any  surplus 
or  contingency  reserves  to  pay  any  liabilities  or  to  retire  any  capital  stock,  allocated 
contingency  reserves  and  surplus  shall  be  exhausted  first  in  accordance  with  rules 
prescribed  by  the  Farm  Credit  Administration. 

*  *  *  *  *  *  * 

Sec.  38.  The  Governor  shall,  by  regulation  or  by  prescribing  the  terms  of  the 
charters  issued  to  the  Central  Bank  for  Cooperatives  and  the  Banks  for  Coopera¬ 
tives,  or  both,  provide  such  limitations  as  between  the  two  types  of  banks,  on  the 
classes  of  borrowers  to  which  loans  may  be  made  and  the  amount  of  the  loans 
which  may  be  made  to  individual  borrowers,  as  will  best  insure  the  absence  of 
duplication  of  effort  by  the  two  types  of  banks  and  will  secure  the  greatest  effi¬ 
ciency  in  extending  the  benefits  of  this  title  and  title  IV  to  borrowers.  After  the 
effective  date  of  title  I  of  the  Farm  Credit  Act  of  1955  any  amendment  in  the  terms  of 
the  charter  issued  to  any  bank  for  cooperatives  and  any  regulation  issued  under 
authority  of  this  section  or  otherwise  affecting  lending  operations  of  any  such  bank 
shall  be  consistent  with  the  principle  that  the  Central  Bank  shall  make  loans  only  in 
cases  where  it  is  not  practicable  for  the  loan  to  be  made  by  a  regional  bank. 

*  *  *  *  '  *  *  * 

Sec.  41.  Subject  to  such  terms  and  conditions  as  may  be  prescribed  by  the 
Farm  Credit  Administration,  the  banks  for  cooperatives  are  authorized  (a)  to 
make  loans  to  cooperative  associations  as  defined  in  the  Agricultural  Marketing 
Act,  as  amended,  for  any  of  the  purposes  and  subject  to  the  conditions  and 
limitations  set  forth  in  such  Act,  as  amended;  (b)  to  make  loans  (by  way  of  dis¬ 
count  or  otherwise)  to  any  bank  organized  under  this  Act;  (c)  to  buy  from,  and 
sell  to,  any  such  bank  or  any  Federal  intermediate  credit  bank  any  note,  draft, 
bill  of  exchange,  debenture,  or  other  obligation,  or  any  interest  therein;  and 
(d)  to  borrow  from,  and  discount  or  rediscount  paper  with,  any  and  all  such 
banks  and  commercial  banks.  Notwithstanding  any  limitations  or  conditions 
imposed  by  law,  but  subject  to  the  availability  of  funds,  each  Bank  for  Coopera¬ 
tives  shall  have  power  and  authority  to  make  separate  loans  to  cooperative  asso¬ 
ciations  as  defined  in  the  Agricultural  Marketing  Act,  as  amended,  for  the  pur¬ 
pose  of  financing  the  construction  of  structures  for  the  storage  of  agricultural 
commodities  (other  than  structures  to  provide  refrigerated  cold  storage  or  struc¬ 
tures  in  areas  in  which  existing  privately  owned  storage  facilities  for  the  com¬ 
modity  concerned  are  adequate)  in  amounts  up  to  a  maximum  of  80  per  centum 
of  the  cost  of  such  structures,  as  approved  by  the  Bank  for  Cooperatives  to 
whom  application  is  made  for  the  loan:  Provided,  That  the  cooperative  associa¬ 
tion  which  has  applied  for  any  loan  shall  have  furnished  to  the  Bank  for  Coop¬ 
eratives  an  appropriate  commitment  from  the  Commodity  Credit  Corporation 
that  the  Commodity  Credit  Corporation  will  lease  or  guarantee  utilization  of  not 
less  than  75  per  centum  of  the  storage  space  contained  in  such  structures  when 
completed  for  a  period  of  at  least  three  years  if  such  structures  are  not  additions 
to  existing  structures,  or  two  years  if  such  structures  are  additions  to  existing 
structures. 

N otwithstanding  any  other  provision  of  law,  any  officer  or  employee  of  the  Farm 
Credit  Administration  or  of  any  bank  for  cooperatives  designated  to  act  as  custodian 
of  collateral  securing  loans  made  by  any  such  bank  to  any  cooperative  association 
eligible  to  borrow  therefrom  may,  in  accordance  with  regulations  of  the  Farm  Credit 
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Administration,  act  at  the  same  time  as  custodian  of  collateral  securing  loans  made 
by  any  other  lenders  to  any  cooperative  association  eligible  to  borrow  from  any  such 
bank. 

[Stock  Subscriptions  and  Earnings  and  Reserves 

[Sec.  42.  The  provisions  of  section  35,  as  amended,  and  the  provisions  of 
section  36,  as  amended,  shall  apply  in  the  case  of  Banks  for  Cooperatives  in  the 
same  manner  and  to  the  same  extent  as  such  provisions  are  applicable  to  the 
Central  Bank  for  Cooperatives,  except  that  powers  conferred  on  the  Chairman 
of  the  Board  of  the  Central  Bank  for  Cooperatives  shall  be  exercised  by  the 
Boards  of  Directors  of  the  Banks  for  Cooperatives,  subject  to  the  approval  of 
the  Farm  Credit  Administration.] 

Sec.  1+2.  (a)  Classes  of  stock;  ownership;  voting  rights;  dividends;  and  retirement 
of  stock.  Except  as  provided  in  section  12  of  the  Farm  Credit  Act  of  1955,  each 
regional  bank  for  cooperatives  shall  have  the  following  classes  of  stock,  all  of  which 
shall  have  a  par  value  of  $100  per  share: 

( 1 )  Class  A  stock  shall  be  issued  to  and  held  by  the  Governor  of  the  Farm  Credit 
Administration  on  behalf  of  the  United  States,  and  stock  of  such  banks  held  by  the 
Governor  on  the  effective  date  of  the  Farm  Credit  Act  of  1955  shall  be  exchanged,  share 
for  share,  for  Class  A  stock  of  the  respective  banks.  Class  A  stock  shall  be  nonvoting 
and  no  dividends  shall  be  paid  thereon.  At  the  end  of  each  fiscal  year,  each  of  such 
banks,  subject  to  the  provisions  of  sections  33  and  1+0,  shall  determine  the  amount  of 
Class  A  stock  that  shall  be  retired  at  par  by  that  bank.  The  minimum  amount  of 
Class  A  stock  that  shall  be  retired  shall  be  the  equivalent  in  dollar  value  of  the  amount 
of  Class  C  stock  issued  for  that  year,  except  that  Class  C  stock  issued  by  a  regional 
bank  on  account  of  Class  C  stock  issued  to  it  by  the  Central  Bank,  Class  C  stock  issued 
by  a  regional  bank  in  exchange  for  Class  B  stock  the  proceeds  of  which  were  used  to 
retire  an  equivalent  amount  of  Class  A  stock,  and  Class  C  stock  issued  by  a  regional 
bank  in  exchange  for  capital  stock  of  the  bank  outstanding  on  the  effective  date  of  the 
Farm  Credit  Act  of  1955,  shall  not  be  included  in  such  bank’s  calculation.  Any 
amount  of  Class  A  stock  retired  in  any  one  year  in  excess  of  the  minimum  amount 
required  to  be  retired  may  be  used  to  reduce  to  the  extent  of  such  excess  the  amount 
of  such  stock  required  to  be  retired  in  any  subsequent  year.  Funds  from  the  retirement 
of  Class  A  stock  shall  be  paid  into  the  revolving  fund  authorized  by  the  Agricultural 
Marketing  Act,  as  amended,  and  shall  continue  to  be  available  for  the  purchase  of 
Class  A  stock  in  the  banks  in  accordance  with  sections  33  and  1+0. 

(2)  Class  B  slock  may  be  issued  in  series  and  amounts  approved  by  the  Farm 
Credit  Administration,  and  may  be  sold  or  transferred  to  any  person  subject  to  the 
approval  of  the  issuing  bank.  Such  stock  shall  be  issued  only  at  par  and  shall  be 
nonvoting.  Any  bank  may  pay  dividends  of  not  to  exceed  1+  per  centum  per  annum 
on  Class  B  stock  if  declared  by  the  board  of  directors  and  approved  by  the  Farm 
Credit  Administration  and  if  the  surplus  account  of  the  bank,  after  payment  of  such 
dividends,  will  not  be  less  than  25  per  centum  of  the  sum  of  all  its  outstanding  capital 
stock.  Dividends  on  Class  B  stock  shall  not  be  cumulative,  but  no  bank  shall  distribute 
in  any  year  any  of  its  net  savings  as  patronage  refunds  as  provided  in  section  36  (a) 
unless  for  that  year  a  dividend  of  at  least  2  per  centum  is  declared  and  paid  upon  out¬ 
standing  Class  B  stock  of  the.  bank.  Each  series  of  Class  B  stock  shall  be  issued  only 
with  the  approval  of  the  Farm  Credit  Administration  and  shall  carry  on  the  face  of 
each  certificate  a  statement,  of  the  maximum  dividend  which  may  be  declared  and  paid 
thereon  and  of  the  minimum  dividend  which  shall  be  declared  and  paid  thereon  be  fore 
the  bank  may  distribute  any  of  its  net  savings  as  patronage  refunds:  Provided,  That 
such  maximum  and  minimum  dividends  may  be  the  same  amount.  After  all  Class 
A  stock  has  been  retired,  Class  B  stock  may  be  called  for  retirement  at  par  with  the 
approval  of  the  Farm  Credit  Administration  and  shall  be  called  in  such  manner  that 
the  oldest  outstanding  stock  at  any  given  time  will  be  retired  first.  Any  holder  of  Class 
B  stock  whose  stock  has  been  called  for  retirement  may  elect,  with  the  approval  of  the 
issuing  bank,  to  leave  his  stock  in  the  bank  subject  to  its  being  included  in  the  next 
call  for  retirement. 

(S)  Class  C  stock,  except  as  approved  by  the  Farm  Credit  Administration  and 
consented  to  by  the  issuing  bank,  may  be  issued  only  to  banks  for  cooperatives  and 
farmers’  cooperative  associations  as  defined  in  section  15  (a)  of  the  Agricultural 
Marketing  Act,  as  amended.  Sitch  stock  may  be  issued  in  fractional  shares,  shall 
be  issued  at  its  fair  book  value  not  exceeding  par,  as  determined  by  the  bank,  and  no 
dividends  shall  be  paid  on  it.  Each  holder  of  one  or  more  shares  of  Class  C  stock 
which  is  eligible  to  borrow  from  a  bank  for  cooperatives  shall  be  entitled  to  one  vote 
only:  Provided,  That  any  such  holder  which  within  the  period  of  two  years  next  pre¬ 
ceding  a  date,  fixed  by  the  Farm  Credit  Administration,  prior  to  commencement  of 
the  voting  has  not  been  a  borrower  from  a  bank  of  which  it  holds  Class  C  stock  shall 
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not  be  entitled  to  vote.  From  time  to  time  each  bank  for  cooperatives  shall  obtain 
information  concerning  its  Class  C  stockholders  to  determine  whether  they  continue 
to  be  eligible  to  borrow  from  the  bank  and  to  vote.  Any  Class  C  stockholder  found 
by  the  bank  to  be  ineligible  to  borrow  shall  not  be  entitled  to  vote  until  its  eligibility 
is  reestablished  to  the  satisfaction  of  the  bank.  Whenever  in  section  5  of  the  Farm 
Credit  Act  of  1937,  as  amended,  and  section  j  (a)  of  the  Farm  Credit  Act  of  1953, 
provision  vs  made  for  a  nomination  or  election  by  cooperatives  which  are  stockholders 
or  subscribers  to  the  guaranty  fund  of  any  bank  for  cooperatives  the  term  “cooperatives 
which  are  stockholders  or  subscribers  to  the  gucranty  fund”  or  the  equivalent  of  that 
term,  shall  mean  such  cooperatives  which  are  eligible  to  vote.  Each  borrower  from  a 
bank  for  cooperatives  shall  be  required  to  own  at  the  time  the  loan  is  made  at  least  one 
share  of  Class  C  stock.  The  purchase  price  of  such  stock  may  be  retained  out  of  the 
loan.  In  addition,  each  borrower  as  defined  by  the  Farm  Credit  Administration  for 
purposes  of  this  sentence,  shall  be  required  to  invest  quarterly  in  Class  C  stock  an 
amount  equal  to  not  less  than  10  nor  more  than  25  per  centum,  as  prescribed  by  the 
board  of  directors  of  the  bank  with  the  approval  of  the  Farm  Credit  Administration, 
of  the  amount,  of  interest  payable  by  it  to  the  bank  during  the  calendar  quarter.  Pay¬ 
ments  for  such  stock  shall  be  made  quarterly  or  when  the  regular  interest  payments 
of  the  borrower  are  payable;  but  the  stock  shall  be  issued  to  the  borrower  as  cf  the  end 
of  each  fiscal  year  in  the  amount  of  the  payments  for  stock  made  by  it  during  the  year. 
Each  regional  bank  shall  purchase  at  least  one  share  of  Class  C  stock,  of  the  Central 
Bank.  In  addition,  the  regional  bank  shall  be  required  to  invest  quarterly  in  Class  C 
stock  of  the  Central  Bank  an  amount  equal  to  not  less  than  10  nor  more  than  25  per 
centum,  as  prescribed  by  the  beard  of  directors  of  the  Central  Bank  with  the  approval 
of  the  Farm  Credit  Administration,  of  the  amount  of  interest  payable  by  the  regional 
bank  to  the  Cemral  Bank  during  the  calendar  quarter  by  reason  of  any  interest  pur¬ 
chased  by  the  Central  Bank  in  a  loan  made  by  the  regional  bank.  Payments  for 
such  stock  shall  be  made  to  the  Central  Bank  and  the  stock  shall  be  issued  to  the  regional 
bank  in  the  same  manner,  insofar  as  practicable,  as  is  provided  in  this  section  for 
payments  for  and  issuance  of  stock  on  account  cf  loans  by  the  regional  bank  in  which 
the  Central  Bank  does  net  purchase  any  interest.  Subiect  to  rules  prescribed  by  the 
board  of  directors  of  the  lending  bank  with  the  approval  of  the  Farm  Credit  Adminis¬ 
tration,  a  borrower  may  convert  Class  B  stock  into  Class  C  stock  for  the  purpose  of 
making  the  investment  in  Class  C  stock  required  by  this  paragraph.  After  retirement 
of  all  Class  A  stock.  Class  C  stock  also  may  be  retired  at  par  by  calling  the  oldest 
outstanding  Class  C  stock  but  Class  C  stock  that  was  issued  for  a  fiscal  year  period 
shall  not  be  called  for  retirement  until  all  Class  B  stock  that  was  issued  during  or 
prior  to  that  fiscal  year  has  been  called  for  retirement. 

(b)  Guaranty  fund  subscriptions  in  lieu  of  stock.  If  a  cooperative  association  is 
not  authorized  under  the  laws  of  the  State  in  which  it  is  organized  to  take  stock  in  the 
bank,  the  bank  shall,  in  lieu  thereof,  reauire  the  association  to  pay  into  or  have  on 
deposit  in  a  guaranty  fund  of  the  bank,  or  the  bank  may  retain  out  of  the  amount  of 
the  loan  and  credit  to  the  guaranty  fund,  a  sum  eaual  to  the  amount  of  Class  C  stock 
which  the  association  would  otherwise  be  reouired  by  subsection  (a)  (3)  of  this  section 
to  own  at  the  time  the  loan  is  made  and  to  purchase  thereafter.  Any  such  association 
may  make  additional  payments  into  the  guaranty  fund  from  time  to  time  in  lieu  of 
the  purchase  of  Class  B  stock,  and  shall  receive  credits  to  such  fund  in  lieu  of  patronage 
refunds  payable  in  Class  C  stock.  Each  reference  in  this  Act  to  capital  stock  or  Class 
B  or  Class  C  stock  shall  include  also  the  guaranty  fund  eouivalents  of  such  stock,  and, 
to  the  extent  permitted  under  the  laws  of  a  State  in  which  a  cooperative  association  is 
organized,  a  holder  of  guaranty  fund  equivalents  of  either  Class  B  or  Class  C  stock 
shall  have  the  same  rights  and  status  as  a  holder  of  Class  B  or  Class  C  stocks,  respec¬ 
tively.  The  rights  and  obligations  of  the  bank  as  respects  such  guaranty  fund  equiva¬ 
lents  shall  be  identical  to  its  rights  and  obligations  as  respects  Class  B  or  Class  C  stock, 
respectively . 

(c)  Lien  on  stock.  Except  as  hereinafter  provided  in  the  case  of  an  association 
which  is  a  direct  borrower  from  the  Central  Bank,  each  bank  for  cooperatives  shall  have 
a  first  lien  on  all  stock  in  the  bank  owned  by  each  cooperative  association  as  additional 
collateral  for  any  indebtedness  of  such  association  to  the  bank.  In  the  case  of  an 
association  which  is  a  direct  borrower  from  the  Central  Bank,  the  Central  Bank  shall 
have  a  first  lien  on  any  amount  of  Class  C  stock  which  the  borrowing  association  owns 
in  any  regional  bank  on  account  of  direct  loans  of  such  association  from  the  Central 
Bank;  and  the  regional  bank  shall  have  a  lien  on  such  stock  junior  only  to  the  lien  of 
the  Central  Bank.  In  any  case  where  the  debt  of  a  borrower  is  in  default,  the  bank 
may,  in  accordance  with  regulations  of  the  Farm  Credit  Administration,  retire  and 
cancel  all  or  a  part  of  the  stock  of  the  defaulting  borrower  at  the  fair  book  value  thereof, 
not  exceeding  par,  in  total  or  partial  liquidation  of  the  debt,  as  the  case  may  be,  and, 
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to  the  extent  required,  corresponding  shares  held  by  a  regional  bank  in  the  Central 
Bank  shall  be  retired. 

( d )  Calculation  of  proportionate  interests  in  banks.  For  the  purpose  of  deter¬ 
mining  pursuant  to  section  5  ( d )  ( 2 )  (C)  of  the  Farm  Credit  Act  of  1937,  as  amended, 
the  amount  of  the  capital  stock  and  subscriptions  to  the  guaranty  fund  of  a  regional 
bank  for  cooperatives  held  by  cooperatives  the  term  “capital  stock  and  subscriptions  to 
the  guaranty  fund  held  by  cooperatives”  or  the  equivalent  of  that  term  shall  also  mean 
all  outstanding  Class  B  and  Class  C  stock  and  the  guaranty  fund  equivalents  thereof. 
******* 

Sec.  63.  The  Central  Bank  for  Cooperatives,  and  the  Production  Credit 
Corporations,  Production  Credit  Associations,  and  Banks  for  Cooperatives, 
organized  under  this  Act,  and  their  obligations,  shall  be  deemed  to  be  instru¬ 
mentalities  of  the  United  States,  and  as  such,  any  and  all  notes,  debentures, 
bonds,  and  other  such  obligations  issued  by  such  banks,  associations,  or  corpora¬ 
tions  shall  be  exempt  both  as  to  principal  and  interest  from  all  taxation  (except 
surtaxes,  estate,  inheritance,  and  gift  taxes)  now  or  hereafter  imposed  by  the 
United  States  or  by  any  State,  Territorial,  or  local  taxing  authority.  Such 
banks,  associations,  and  corporations,  their  property,  their  franchises,  capital, 
reserves,  surplus,  and  other  funds,  and  their  income,  shall  be  exempt  from  all 
taxation  now  or  hereafter  imposed  by  the  United  States  or  by  any  State,  Terri¬ 
torial,  or  local  taxing  authority;  except  that  any  real  property  and  any  tangible 
personal  property  of  such  banks,  associations,  and  corporations  shall  be  subject  | 
to  Federal,  State,  Territorial,  and  local  taxation  to  the  same  extent  as  other 
similar  property  is  taxed.  The  exemption  provided  herein  shall  not  apply  with 
respect  to  any  Production  Credit  Association  or  its  property  or  income  after  the 
Class  A  stock  held  in  it  by  the  Production  Credit  Corporation  has  been  retired, 
or  with  respect  to  the  Central  Bank  for  Cooperatives,  or  any  Production  Credit 
Corporation  or  Bank  for  Cooperatives,  or  its  property  or  income  after  the  stock 
held  in  it  by  the  United  States  has  been  retired. 

sk  }j«  9(c 

Sec.  65.  Upon  default  of  any  obligation  of  any  Production  Credit  Corporation, 
Production  Credit  Association,  or  [regional]  Bank  for  Cooperatives,  such  bank, 
association,  or  corporation  may  be  declared  insolvent  and  placed  in  the  hands 
of  a  receiver  by  the  Governor  and  proceedings  shall  thereupon  be  had  in  accord¬ 
ance  with  the  provisions  of  law  relating  to  the  insolvency  of  national  farm  loan 
associations.  Any  such  bank,  association,  or  corporation  may,  with  the  consent, 
of  the  Governor,  liquidate  voluntarily,  but  only  in  accordance  with  such  rules 
and  regulations  as  the  Governor  may  prescribe. 

[Sec.  66.  No  director,  officer,  or  employee  of  the  Central  Bank  for  Cooperat  ives, 
or  of  any  Production  Credit  Corporation,  Production  Credit  Association,  or 
Bank  for  Cooperatives  shall  be  paid  compensation  in  excess  of  $13,800  per  annum.] 

Act  of  June  15,  1929 

AN  ACT  To  establish  a  Federal  Farm  Board  to  promote  the  effective  merchandising  of  agricultural  com¬ 
modities  in  interstate  and  foreign  commerce,  and  to  place  agriculture  on  a  basis  of  economic  equality 
with  other  industries  i 

Be  it  enacted  by  the  Senate  and  House  of  Representatives  of  the  United  States  of 
America  in  Congress  assembled, 

******* 

Sec.  8.  [(a)  Loans  to  any  cooperative  association  shall  bear  such  rates  of 
interest  as  the  Governor  of  the  Farm  Credit  Administration  shall  from  time  to 
time  determine  to  be  necessary  for  the  needs  of  the  lending  agencies  and  shall 
by  regulation  prescribe  (but  in  no  case  shall  the  rate  of  interest  exceed  6  per 
centum  per  annum  on  the  unpaid  principal) :  Provided,  however,  That  the  rate  of 
interest  on  any  loan  made  under  the  provisions  of  section  7  (a)  (1)  hereof,  other 
than  upon  the  security  of  commodities,  shall  conform  as  nearly  as  may  be  practi¬ 
cable  to  a  rate  1  per  centum  in  excess  of  the  prevailing  interest  rate  paid  by  produc¬ 
tion  credit  associations  to  the  Federal  intermediate  credit  bank  of  the  farm  credit 
district  in  which  the  principal  business  office  of  the  borrower  is  located;  the  rate 
of  interest  on  any  loan  made  upon  the  security  of  commodities  shall  conform,  as 
nearly  as  may  be  practicable,  to  the  prevailing  interest  rate  on  commodity  loans 
charged  borrowers  from  the  Federal  intermediate  credit  bank  of  the  farm  credit 
district  in  which  the  principal  business  office  of  the  borrower  is  located;  and  that 
the  rate  of  interest  on  any  loan  made  under  the  provisions  of  section  7  (a)  (2) 
hereof  shall  conform  as  nearly  as  may  be  practicable  to  the  prevailing  rate  on 
mortgage  loans  made  to  members  of  national  farm  loan  associations.] 
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(a)  Loans  to  cooperative  associations  m,ade  by  any  bank  for  cooperatives  shall 
bear  such  rates  of  interest  as  the  board  of  directors  of  the  bank  shall  from,  time  to  time 
determine  with  the  approval  of  the  Farm  Credit  Administration ,  but  in  no  case  shall 
the  rate  of  interest  exceed  6  per  centum  per  annum  on  the  unpaid  principal  of  a  loan. 
******* 

Act  of  August  6,  1953 

AN  ACT  To  increase  farmer  participation  in  ownership  and  control  of  the  Federal  Farm  Credit  System; 
to  create  a  Federal  Farm  Credit  Board;  to  abolish  certain  offices;  to  impose  a  franchise  tax  upon  certain 
farm  credit  institutions;  and  for  other  purposes 

Be  it  enacted  by  the  Senate  and  House  of  Representatives  of  the  United  States  of 
America  in  Congress  assembled, 

Title  — 

Section  1.  This  Act  may  be  cited  as  the  ‘‘Farm  Credit  Act  of  1953”. 
******* 

Sec.  4.  (a)  There  shall  be  established,  in  the  Farm  Credit  Administration,  a 
Federal  Farm  Credit  Board  (hereinafter  referred  to  as  the  “Board”).  Said  Board 
shall  consist  of  thirteen  members.  Twelve  of  the  members,  one  from  each  of  the 
farm  credit  districts  of  the  United  States,  shall  be  known  as  appointed  members 
and  shall  be  appointed  by  the  President  with  the  advice  and  consent  of  the  Senate. 
In  making  appointments  to  the  Board  the  President  shall  have  due  regard  to  a 
fair  representation  of  the  public  interest,  the  welfare  of  all  farmers  and  the  various 
types  of  cooperative  agricultural  credit  interests;  shall  give  special  consideration 
to  persons  who  are  experienced  in  cooperative  agricultural  credit;  and  shall,  before 
making  such  appointments,  receive  and  consider  nominations  made  as  follows: 
The  national  farm  loan  associations  in  the  district  shall  designate  one  nominee,  the 
production  credit  associations  in  the  district  shall  designate  one  nominee,  and  the 
cooperatives  which  are  stockholders  or  subscribers  to  the  guaranty  fund  of  the 
bank  for  cooperatives  of  the  district  shall  designate  one  nominee,  in  accordance 
with  the  procedure  prescribed  in  sections  5  (e)  and  5  (f)  of  the  Farm  Credit  Act 
of  1937  for  the  nomination  and  election  of  members  of  a  district  farm  credit  board, 
except  that  only  the  two  persons  receiving  the  highest  number  of  votes  shall  be 
included  in  the  list  of  nominees  prepared  as  a  result  of  the  voting  under  the  pro¬ 
cedure  prescribed  in  said  section  5  (e) :  Provided,  That  the  names  of  all  those  who 
are  tied  for  second  place  as  a  result  of  said  voting  shall  be  included  in  the  list; 
and  in  case  of  a  tie  in  the  voting  under  the  procedure  prescribed  in  said  section 
5  (f)  [the  procedure  prescribed  therein  shall  be  followed  again  until  the  tie  is 
broken]  all  persons  so  tied  shall  be  considered  designated  as  nominees:  And  provided 
further,  That  if  the  same  person  would  otherwise  be  on  the  list  of  nominees  of  more 
than  one  of  said  groups  as  a  result  of  the  voting  under  said  section  5  (e)  he  may 
choose  the  one  list  on  which  his  name  shall  appear,  and  otherwise  his  name  shall 
appear  only  on  the  list  of  the  two  highest  nominees  of  the  group  which  gave  him 
the  highest  percentage  of  its  votes.  Subsequent  appointments  shall  be  made 
after  receiving  and  considering  nominations  made  in  like  manner. 

|  (b)  Each  appointed  member  of  said  Board  shall  be  a  citizen  of  the  United 

States  and  shall  ha\  e  been  a  resident  of  the  farm  credit  district  from  which  ap¬ 
pointed  for  not  less  than  ten  years  next  preceding  his  appointment,  and  the 
removal  of  residence  from  the  district  during  his  tenure  shall  operate  as  a  termi¬ 
nation  of  his  membership  on  said  Board.  No  appointed  member  of  said  Board 
shall  be  eligible  to  serve  for  more  than  one  full  term  of  six  years,  and,  in  addition, 
a  term  of  less  than  six  years  if  he  is  one  of  the  first  members  to  be  appointed,  or  is 
appointed  to  fill,  the  unexpired  portion  of  one  term  expiring  before  his  appoint¬ 
ment  to  a  full  term,  except  that  one  full  term  of  six  years  shall  be  considered  to  include 
an  additional  four  months  if  the  particular  term  is  one  which  was  legally  extended  for 
an  additional  four  months.  No  person  shall  be  eligible  for  nomination  or  appoint¬ 
ment  to  membership  as  an  appointed  member  on  said  Board  if  such  person  has 
within  one  year  next  preceding  the  commencement  of  the  term  been  a  salaried 
officer  or  employee  of  the  Farm  Credit  Administration,  or  a  salaried  officer  or 
employee  of  any  corporation  operating  under  the  supervision  of  the  Farm  Credit 
Administration.  Any  person  who  is  a  member  of  the  district  farm  credit  board 
when  appointed  as  a  member  of  the  Federal  Farm  Credit  Board  shall  resign  as  a 
member  of  the  district  board  before  assuming  his  duties  as  a  member  of  the  Federal 
Farm  Credit  Board.  No  person  who  becomes  an  appointed  member  of  said 
Board  shall  be  eligible  to  continue  to  serve  as  a  member  thereof  if  such  person 
becomes  a  member  of  any  district  farm  credit  board,  or  an  officer  or  employee  of 
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the  Farm  Credit  Administration,  or  an  officer  or  employee  of  any  corporation 
operating  under  the  supervision  of  the  Farm  Credit  Administration. 

(c)  The  term  of  office  of  the  appointed  members  of  said  Board  shall  be  six 
years,  beginning  with  the  first  day  of  the  calendar  month  in  which  this  Act  takes 
effect,  and  such  members  shall  serve  until  their  successors  are  duly  appointed  and 
qualified;  however,  of  the  first  appointed  members  appointed  hereunder,  two 
shall  be  appointed  for  a  term  of  one  year  from  said  date,  two  for  a  term  of  two 
years,  two  for  a  term  of  three  years,  two  for  a  term  of  four  years,  two  for  a  term 
of  five  years,  and  two  for  a  term  of  six  years.  All  vacancies  in  the  offices  of 
appointed  members  on  said  Board  shall  be  filled  for  the  unexpired  portion  of  the 
term  upon  like  nominations  and  by  like  appointments  as  herein  provided  for  the 
appointment  of  the  first  such  members  of  said  Board.  All  terms  of  office  »  hich 
otherwise  would  expire  on  November  30  of  any  year  following  enactment  of  the  Farm 
Credit  Act  of  1955  are  extended  four  months  to  expire  on  the  following  March  31  so  that 
the  term  of  office  of  all  successors  to  the  terms  so  extended  shall  begin  with  the  first  day 
of  April. 

s)e  =)c  ?|c  sfc  sfc 

Sec.  7.  (a)  The  offices  of  the  Land  Bank  Commissioner,  Production  Credit 
Commissioner,  Cooperative  Bank  Commissioner,  and  Intermediate  Credit  Com¬ 
missioner  are  hereby  abolished.  [The  Governor  shall  designate  an  officer  or 
employee  of  the  Farm  Credit  Administration  to  serve  at  the  pleasure  of  the 
Governor  as  a  member  of  the  board  of  directors  of  the  Central  Bank  for  Coopera-  ' 
fives,  as  chairman  of  said  board  of  directors,  and  as  executive  officer  of  said  bank, 
in  lieu  of  the  Cooperative  Bank  Commissioner.]  The  Governor  shall  designate 
an  officer  or  employee  of  the  Farm  Credit  Administration  to  serve  at  the  pleasure 
of  the  Governor  as  a  member  of  the  board  of  directors  of  the  Federal  Farm  Mort¬ 
gage  Corporation,  in  lieu  of  the  Land  Bank  Commissioner.  The  Federal  Farm 
Mortgage  Corporation  and  its  functions  and  activities  are  hereby  transferred  to 
the  Farm  Credit  Administration  and  shall  be  administered  therein  under  the  gen¬ 
eral  direction  and  supervision  thereof. 

Act  of  January  23,  1932 

AN  ACT  To  amend  the  Federal  Farm  Loan  Act,  as  amended,  to  provide  for  additional  capital  for  Federal 

land  banks,  and  for  other  purposes 

Be  it  enacted  by  the  Senate  and  House  of  Representatives  of  the  United  States  of 
America  in  Congress  assembled, 

sf:  s|e  He  He  He  s|e  He 

Sec.  6.  The  Farm  Credit  Administration  is  authorized  to  make  such  rules  and 
regulations,  not  inconsistent  with  law,  as  it  deems  necessary  or  requisite  for  the 
efficient  execution  of  the  provisions  of  the  Federal  Farm  Loan  Act,  the  Farm  Credit 
Act  of  1933,  and/or  any  Act  or  Acts  amendatory  thereof  or  supplementary  thereto. 

Act  of  July  17,  1916 

AN  ACT  To  provide  capital  for  agricultural  development,  to  create  standard  forms  of  investment  based  . 

upon  farm  mortgage,  to  equalize  rates  of  interest  upon  farm  loans,  to  furnish  a  market  for  United  States  I 

bonds,  to  create  Government  depositaries  and  financial  agents  for  the  United  States,  and  for  other  " 

purposes 

Be  it  enacted  by  the  Senate  and  House  of  Representatives  of  the  United  States  of 
America  in  Congress  assembled,  That  the  short  title  of  this  Act  shall  be  “The 
Federal  Farm  Loan  Act.” 

Sec.  3. 

He  $  $  s|e  4^  * 

[The  Farm  Credit  Administration  shall  prescribe  a  form  for  the  statement  of 
condition  of  national  farm  loan  associations  and  land  banks  under  its  supervision, 
which  shall  be  filled  out  quarterly  by  each  such  association  or  bank  and  trans¬ 
mitted  to  said  administration.] 

The  Farm  Credit  Administration  shall  prescribe  a  form  for  the  statement  of  condition 
of  national  farm  loan  associations  and  land  banks  under  its  supervision,  which  shall 
be  filled  out  by  each  such  association  or  bank  and  transmitted  to  said  administration 
as  required  by  it. 

*  *  He  *  *  *  * 

Sec.  5. 

He  He  He  He  He  He  He 
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[It  shall  be  the  duty  of  the  Secretary  of  the  Treasury  on  behalf  of  the  United 
States,  upon  the  request  of  the  board  of  directors  of  any  Federal  land  bank  made 
with  the  approval  of  the  Farm  Credit  Administration,  to  subscribe  from  time  to 
time  for  capital  stock  of  such  bank  in  an  amount  or  amounts  specified  in  such 
approval  or  approvals,  such  subscriptions  to  be  subject  to  call  in  whole  or  in  part 
by  the  board  of  directors  of  said  bank  upon  thirty  days’  notice  with  the  approval 
of  the  Farm  Credit  Administration.  The  Secretary  of  the  Treasury  is  hereby 
authorized  and  directed  to  take  out  and  pay  for  shares  having  an  aggregate 
par  value  equal  to  the  amounts  so  called;  and  to  enable  the  Secretary  of  the 
Treasury  to  pay  for  stock  issued  hereunder  there  is  hereby  authorized  to  be  appro¬ 
priated  the  sum  of  $125,000,000  such  stock  to  be  nonvoting.  Shares  of  stock 
issued  pursuant  to  this  paragraph  shall  be  paid  off  at  par  and  retired  in  the  same 
manner  as  the  original  capital  stock  of  said  bank  after  said  original  stock  out¬ 
standing,  if  any,  has  been  paid  off  and  retired:  Provided,  however,  That  stock 
issued  pursuant  to  this  paragraph  may  at  any  time,  in  the  discretion  of  the 
directors  and  with  the  aoproval  of  the  Farm  Credit  Administration,  be  paid  off 
at  par  and  retired  in  whole  or  in  part;  and  that  said  Administration  may  at  any 
time  require  such  stock  to  be  paid  off  at  par  and  retired  in  whole  or  in  part  if  in 
the  opinion  of  the  Administration  the  bank  has  resources  available  therefor. 
The  proceeds  of  all  repayments  on  account  of  stock  issued  pursuant  to  this 
^paragraph  shall  be  held  in  the  Treasury  of  the  United  States  and  shall  be  available 
/for  the  purpose  of  paying  for  other  stock  thereafter  issued  pursuant  to  this 
paragraph.] 

Sec.  7. 

It  shall  be  the  duty  of  the  secretary-treasurer  of  every  national  farm  loan 
association  to  act  as  custodian  of  its  funds  and  to  deposit  the  same  in  such  bank 
as  the  board  of  directors  may  designate,  to  pay  over  to  borrowers  all  sums 
received  for  their  account  from  the  Federal  land  bank  upon  first  mortgage  as  in 
this  Act  prescribed,  and  to  meet  all  other  obligations  of  the  association,  subject 
to  the  orders  of  the  board  of  directors  and  in  accordance  with  the  by-la-ws  of 
the  association.  It  shall  be  the  duty  of  the  secretary-treasurer,  acting  under 
the  direction  of  the  national  farm  loan  association,  to  collect,  receipt  for,  and 
transmit  to  the  Federal  land  bank  payments  of  interest,  amortization  install¬ 
ments,  or  principal  arising  out  of  loans  made  through  the  association.  He  shall 
be  the  custodian  of  the  securities,  records,  papers,  certificates  of  stock,  and  all 
documents  relating  to  or  bearing  upon  the  conduct  of  the  affairs  of  the  association. 
He  shall  furnish  a  suitable  surety  bond  to  be  prescribed  and  approved  by  the 
Farm  Credit  Administration  for  the  proper  performance  of  the  duties  imposed 
upon  him  under  this  Act,  which  shall  cover  prompt  collection  and  transmission 
of  funds.  [He  shall  make  a  quarterly  report  to  the  Farm  Credit  Administration 
upon  forms  to  be  provided  for  that  purpose.]  He  shall  make  a  report  to  the  Farm 
Credit  Administration  as  required  by  it  upon  forms  to  be  provided  for  that  purpose; 
.Upon  request  from  said  Administration  said  secretary-treasurer  shall  furnish 
Information  regarding  the  condition  of  the  national  farm  loan  association  for 
Avhich  he  is  acting,  and  he  shall  carry  out  all  duly  authorized  orders  of  said 
Administration.  He  shall  assure  himself  from  time  to  time  that  the  loans  made 
through  the  national  farm  loan  association  of  -which  he  is  an  officer  are  applied 
to  the  purposes  set  forth  in  the  application  of  the  borrower  as  approved,  and  shall 
forthwith  report  to  the  land  bank  of  the  district  any  failure  of  any  borrower  to 
comply  with  the  terms  of  his  application  or  mortgage.  He  shall  also  ascertain 
and  report  to  said  bank  the  amount  of  any  delinquent  taxes  on  land  mortgaged 
to  said  bank  and  the  name  of  the  delinquent.  No  such  secretary-treasurer  shall 
engage  in  the  making  of  land  mortgage  loans  eligible  at  a  Federal  land  bank 
through  or- for  any  other  land  mortgage  company  or  agency,  and  the  making  of 
any  such  loan  by  any  secretary-treasurer  shall  forthwith  work  a  forfeiture  of  his 
■office. 

*  *  *  *  *  *  * 

Sec.  8. 

******* 

Every  national  farm  loan  association  formed  under  this  Act  shall  by  its 
articles  of  association  provide  for  an  increase  of  its  capital  stock  from  time  to 
time  for  the  purpose  of  securing  additional  loans  for  its  members  and  providing 
for  the  issue  of  shares  to  borrowers  in  accordance  with  the  provisions  of  this 
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Act.  [Such  increases  shall  be  included  in  the  quarterly  reports  to  the  Farm  Credit 
Administration.] 

******* 

Sec.  10. 

******* 
Notwithstanding  any  other  provision  of  this  Act  to  the  contrary ,  subject  to  the 
approval  of  the  Farm  Credit  Administration,  the  investigation  and  the  written  report 
or  reports  on  the  value  of  the  security  offered  for  a  Federal  land  bank  loan,  which 
otherwise  are  required  by  this  section  to  be  made  by  land  bank  appraisers  appointed 
under  the  authority  of  section  3  of  this  Act,  may  be  made,  in  accordance  with  appraisal 
standards  prescribed  by  the  Farm  Credit  Administration,  by  any  person  ( including  a 
person  who  is  secretary-treasurer  of  a  national  farm  loan  association)  designated  so 
to  do  by  the  Federal  land  bank  of  the  district;  a  Federal  land  bank  is  authorized  to 
make  a  loan,  if  otherwise  authorized,  on  the  basis  of  such  an  investigation  and  report 
by  a  person  so  designated;  and  a  loan  so  made  shall  be  eligible  as  collateral  for  farm 
loan  bonds  under  section  19  of  this  Act,  if  otherwise  qualified  thereunder:  Provided, 
That,  within  one  year,  the  land  bank  shall  obtain  a  written  report  on  the  security  for 
the  loan  by  a  land  bank  appraiser  appointed  under  section  3  of  this  Act,  in  terms  and 
form  prescribed  by  the  Farm  Credit  Administration,  and  such  a  loan  shall  be  eligible 
as  collateral  for  farm  loan  bonds  thereafter  only  if  such  report  by  a  land  bank  appraiser 
establishes  that  the  security  meets  the  standards  prescribed  by  the  Farm  Credit  Ad -1 
ministration  for  a  land  bank  loan,  and  in  no  event  shall  any  such  loan  thereafter  be' 
carried  as  such  collateral  for  bonds  at  more  than  65  per  centum  of  the  normal  value  of 
the  security  as  determined  by  such  land  bank  appraiser.  Except  as  otherwise  spe¬ 
cifically  provided  in  this  paragraph,  all  provisions  of  this  Act  relating  to  loans  made 
through  national  farm  loan  associations  shall,  insofar  as  applicable,  apply  with 
respect  to  loans  made  on  such  investigations  and  written  reports  by  such  designated 
persons. 

Sec.  12. 

******* 
Fourth.  [Such  loans  may  be  made  for  the  following  purposes  and  for  no  other: 
[(a)  To  provide  for  the  purchase  of  land  for  agricultural  uses. 

[(b)  To  provide  for  the  purchase  of  equipment,  fertilizers,  and  livestock 
necessary  for  the  proper  and  reasonable  operation  of  the  mortgaged  farm;  the 
term  “equipment”  to  be  defined  by  the  Farm  Credit  Administration. 

[(c)  To  provide  buildings  and  for  the  improvement  of  farm  lands;  the  term 
“improvement”  to  be  defined  by  the  Farm  Credit  Administration. 

[(d)  To  liquidate  indebtedness  of  the  owner  of  the  land  mortgaged  incurred 
for  agricultural  purposes,  or  incurred  at  least  two  years  prior  to  the  date  of  the 
application  for  the  loan. 

[(e)  To  provide  the  owner  of  the  land  mortgaged  with  funds  for  general  agri¬ 
cultural  uses.] 

Such  loans  may  be  made  for  general  agricultural  purposes  and  other  reguire- 
ments  of  the  owner  of  the  land  mortgaged,  under  rides  and  regulations  of  the  Faring 
Credit  Administration.  I 

Fifth.  No  such  loan  shall  exceed  65  per  centum  of  the  normal  value  of  the 
farm  mortgaged,  said  value  to  be  ascertained  by  appraisal,  as  provided  in  section 
10  of  this  Act.  In  making  said  appraisal  the  value  of  the  farm  for  agricultural 
purposes  shall  be  the  basis  of  appraisal  and  the  normal  earning  power  of  said 
farm  shall  be  a  principal  factor;  and,  consistent  with  community  standards,  the 
appraisal  may  also  reflect  home  advantages,  and  the  availability  to  a  typical  operator 
of  the  property  of  earnings  from  other  dependable  sources  to  supplement  the  normal 
earning  power  of  the  farm. 

******* 

Sixth.  No  such  loan  shall  be  made  to  any  person  who  is  not  at  the  time,  or 
shortly  to  become,  engaged  in  farming  operations  or  to  any  other  person  unless 
the  principal  part  of  his  income  is  derived  from  farming  operations.  In  case  of 
the  sale  of  the  mortgaged  land,  the  Federal  land  bank  may  permit  said  mortgage 
and  the  stock  interests  of  the  vendor  to  be  assumed  by  the  purchaser.  In  case 
of  the  death  of  the  mortgagor,  his  heir  or  heirs,  or  his  legal  representative  or  repre¬ 
sentatives,  shall  have  the  option,  within  sixty  days  of  such  death,  to  assume  the 
mortgage  and  stock  interests  of  the  deceased.  As  used  in  this  paragraph  (1)  the 
term  “person”  includes  an  individual  or  a  corporation  engaged  in  [the  raising  of 
livestock]  farming  operations;  and  (2)  the  term  “corporation”  includes  any  in¬ 
corporated  association;  but  no  such  loan  shall  be  made  to  a  corporation  (A)  unless 
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all  the  stock  of  the  corporation  is  owned  by  individuals  themselves  personally 
actually  engaged  in  [the  raising  of  livestock]  farming  operations  on  the  farm  to 
be  mortgaged  as  security  for  the  loan,  except  in  a  case  where  the  [Land  Bank 
Commissioner]  Farm  Credit  Administration  permits  the  loan  if  at  least  75  per 
centum  in  value  and  number  of  shares  of  the  stock  of  the  corporation  is  owned 
by  the  individuals  personally  actually  so  engaged,  and  (B)  unless  the  owners  of 
at  least  75  per  centum  in  value  and  number  of  shares  of  the  stock  of  the  corpora¬ 
tion  assume  personal  liability  for  the  loan.  No  loan  shall  be  made  to  any  corpo¬ 
ration  which  is  a  subsidiary  of,  or  affiliated  (either  directly  or  through  substantial 
identity  of  stock  ownership)  with,  a  corporation  ineligible  to  procure  a  loan  in  the 
amount  applied  for. 

Seventh.  The  amount  of  loans  to  any  one  borrower  shall  in  no  case  exceed  a 
maximum  of  [$100,000]  $200,000,  but  loans  to  any  one  borrower  shall  not  exceed 
[$25,000]  $100,000  unless  approved  by  the  [Land  Bank  Commissioner]  Farm 
Credit  Administration ,  nor  shall  any  one  loan  be  for  a  less  sum  than  $100,  but 
preference  shall  be  given  to  applications  for  loans  of  $10,000  and  under. 

******* 

Sec.  13. 

******* 

Nineteenth.  To  permit  any  borrower  to  defer  payment  of  the  principal  por¬ 
tions  of  installments  on  his  loan  in  order  that  he  may  pay,  in  whole  or  in  part, 
anj-  indebtedness  which  is  secured  by  a  lien  junior  to  the  lien  of  the  bank  upon 
the  farmland  mortgaged  to  secure  his  loan.  Such  a  deferment  may  be  permitted 
for  other  purposes  for  a  period  not  exceeding  five  years  under  regulations  prescribed 
by  the  Farm  Credit  Administration. 

******* 

Sec.  23.  [That  every  Federal  land  bank,  and  everv  joint  stock  land  bank, 
shall  semiannually  carry  to  reserve  account  twenty-five  per  centum  of  its  net 
earnings  until  said  reserve  account  shall  show  a  credit  balance  equal  to  twenty 
per  centum  of  the  outstanding  capital  stock  of  said  land  bank.  Whenever  said 
reserve  shall  have  been  impaired,  said  balance  of  twenty  per  centum  shall  be 
fully  restored  before  any  dividends  are  paid.  After  said  reserve  has  reached  the 
sum  of  twenty  per  centum  of  the  outstanding  capital  stock,  five  per  centum  of 
the  net  earnings  shall  be  annually  added  thereto.  For  the  period  of  two  years 
from  the  date  when  any  default  occurs  in  the  payment  of  the  interest,  amortiza¬ 
tion  installments,  or  principal  on  any  first  mortgage,  by  both  mortgagor  and 
indorser,  the  amount  so  defaulted  shall  be  carried  to  a  suspense  account,  and  at 
the  end  of  the  two-year  period  specified,  unless  collected,  shall  be  debited  to 
reserve  account. 

[After  deducting  the  twenty-five  per  centum  or  the  five  per  centum  herein¬ 
before  directed  to  be  deducted  for  credit  to  reserve  account,  any  Federal  land 
bank  or  joint  stock  land  bank  mav  declare  a  dividend  to  shareholders  of  the 
whole  or  any  part  of  the  balance  of  its  net  earnings:  Provided,  That  any  dividend 
or  dividends  declared  by  any  joint-stock  land  bank  shall  be  subject  to  the  approval 
of  the  Farm  Credit  Administration.  The  reserves  of  land  banks  shall  be  invested 
| in  accordance  with  rules  and  regulations  to  be  prescribed  by  the  Federal  Farm 
Loan  Board. 

[Every  Federal  land  bank  shall  semiannually  carry  to  reserve  account  a  sum 
not  less  than  50  per  centum  of  its  net  earnings  until  said  reserve  account  shall 
show  a  credit  balance  equal  to  the  outstanding  capital  stock  of  said  land  bank. 
After  said  reserve  is  equal  to  the  outstanding  capital  stock  10  per  centum  of  the 
net  earnings  shall  be  added  thereto  semiannually.  Whenever  said  reserve  shall 
have  been  impaired  it  shall  be  fully  restored  before  any  dividends  are  paid.  After 
deducting  the  50  per  centum  or  the  10  per  centum  herein  directed  to  be  deducted 
for  credit  to  reserve  account,  any  Federal  land  bank  may  declare  a  dividend  or 
dividends  to  shareholders  of  the  whole  or  any  part  of  the  balance  of  its  net  earn¬ 
ings,  but  only  with  the  approval  of  the  Federal  Farm  Loan  Board.  In  the  case 
of  Federal  land  banks  the  requirements  of  this  paragraph  shall  be  in  lieu  of  the 
requirements  of  the  first  three  sentences  of  the  first  paragraph  of  this  section  and 
in  lieu  of  the  requirements  of  the  first  sentence  of  the  second  paragraph  of  this 
section.] 

Every  Federal  land  bank  shall  semiannually  carry  to  reserve  account  a  sum  not 
less  than  50  per  centum  of  its  net  earnings  until  said  reserve  account  shall  show  a 
credit  balance  eaual  to  the  outstanding  capital  stock  of  said  land  bank.  After  said 
reserve  is  eaual  to  the  outstanding  capital  stock  10  per  centum  of  the  net  earnings 
shall  be  added  thereto  semiannually  until  said  reserve  account  shall  show  a  credit 
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balance  equal  to  150  per  centum  of  the  outstanding  capital  stock  of  said  land  bank, 
and  any  land  bank  having  a  credit  balance  in  said  reserve  account  in  excess  of  150 
per  centum  of  its  outstanding  capital  stock  may  withdraw  such  excess  from  said 
reserve  account  with  the  approval  of  the  Farm  Credit  Administration.  Whenever  said 
reserve  shalt  have  been  impaired  it  shall  be  fully  restored  before  any  dividends  are  paid. 

After  deducting  the  50  per  centum  or  the  10  per  centum  hereinbefore  directed  to  be 
deducted  for  credit  to  reserve  account,  any  Federal  land  bank  may  declare  a  dividend 
or  dividends  to  shareholders  of  the  whole  or  any  part  of  the  balance  of  its  net  earnings, 
but  only  with  the  approval  of  the  Farm  Credit  Administration. 

The  reserves  of  land  banks  shall  be  invested  in  accordance  with  rules  and  regulations 
prescribed  by  the  Farm  Credit  Administration. 

******* 

Sec.  24.  Every  national  farm  loan  association  shall,  out  of  its  net  earnings, 
semiannually  carry  to  reserve  account  a  sum  not  less  than  10  per  centum  of  such 
net  earnings  until  said  reserve  account  shall  show  a  credit  balance  equal  to  25 
per  centum  of  the  outstanding  capital  stock  of  said  association.  After  said  reserve 
has  reached  the  sum  of  25  per  centum  of  the  outstanding  capital  stock,  5  per 
centum  of  the  net  earnings  shall  be  semiannually  added  thereto  until  said  reserve 
account  shall  show  a  credit  balance  eaual  to  50  per  centum  of  the  outstanding  capital 
stock  of  said  association,  and  any  association  having  a  credit  balance  in  said  reserve 
account  in  excess  of  50  per  centum  of  its  outstanding  capital  stock  may  withdraw  such  . 
excess  from  said  reserve  account  with  the  approval  of  the  Farm  Credit  Administration.  ( 

Act  of  September  21,  1944 

AN  ACT  To  provide  tor  the  control  and  eradication  of  certain  animal  and  plant  pests  and  diseases,  to 
facilitate,  cooperation  with  the  States  in  fire  control,  to  provide  for  the  more  efficient  protection  and  man¬ 
agement  of  the  national  forests,  to  facilitate  the  carrying  out  of  agricultural  conservation  and  related 
agricultural  programs,  to  facilitate  the  operation  of  the  Farm  Credit  Administration  and  the  Rural  Elec¬ 
trification  Adminstration,  to  aid  in  the  orderly  marketing  of  agricultural  commodities,  and  for  other 
purposes 

Be  it  enacted  by  the  Senate  and  House  of  Representatives  of  the  United  States  of 
America  in  Congress  assembled, 

******* 

Sec.  601.  (a)  The  Farm  Credit  Administration  shall,  prior  to  the  first  day  of 
each  fiscal  year  commencing  after  June  30,  1944,  estimate  for  the  ensuing  fiscal 
year  the  cost  of  examinations  of  the  [joint-stock  land  banks,]  Federal  land  banks, 
national  farm-loan  associations,  banks  for  cooperatives,  Central  Bank  for  Cooper¬ 
atives,  Federal  intermediate  credit  banks,  production  credit  corporations,  and 
production  credit  associations;  shall  apportion  the  amount  so  determined  among 
the  [joint-stock  land  banks,]  Federal  land  banks,  national  farm  loan  associations, 
banks  for  cooperatives,  Central  Bank  for  Cooperatives,  Federal  intermediate 
credit  banks,  production  credit  corporations,  and  production  credit  associations 
on  such  equitable  basis  as  said  Administration  shall  determine;  and  shall  assess 
against  and  collect  in  advance  the  amount  so  apportioned  from  the  banks,  corpora¬ 
tions,  and  other  organizations  among  which  the  apportionment  is  made,  except 
that  the  amounts  apportioned  to  national  farm  loan  associations  shall  be  assessed  a 
against  and  collected  from  the  Federal  land  bank  of  the  district  which  may  in  tunm 
collect  such  amounts  from  the  associations  in  a  manner  approved  by  the  Farm  Credit 
Administration. 

Act  of  August  19,  1937 

AN  ACT  To  amend  the  Federal  Farm  Loan  Act,  to  amend  the  Emergency  Farm  Mortgage  Act  of  1933,  to 
amend  the  Farm  Credit  Act  of  1933,  to  amend  the  Federal  Farm  Mortgage  Corporation  Act,  to  amend 
the  Agricultural  Marketing  Act,  and  for  other  purposes 

Be  it  enacted  by  the  Senate  and  House  of  Representatives  of  the  United  States  of 
America  in  Congress  assembled,  That  this  Act  may  be  cited  as  the  “Farm  Credit 
Act  of  1937”. 

Sec.  5. 

(b)  There  shall  be  in  each  farm  credit  district  a  farm  credit  board  which  shall  be 
selected  as  hereinafter  specified  and  shall  be  composed  of  seven  members.  Each 
farm  credit  board  shall  include  in  its  title  the  name  of  the  city  in  which  the  Federal 
land  bank,  Federal  intermediate  credit  bank,  production  credit  corporation,  and 
regional  bank  for  cooperatives  of  the  district  are  located.  Three  of  the  seven 
members  of  said  board  shall  be  known  as  elected  directors,  of  whom  one  shall  be 
chosen  by  national  farm  loan  associations,  one  shall  be  chosen  by  production- 
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credit  associations  of  the  district,  and  one  shall  be  chosen  by  cooperatives  which 
are  stockholders  or  subscribers  to  the  guaranty  fund  of  the  regional  bank  for 
cooperatives  in  the  district.  Subject  to  the  other  provisions  hereof,  three  of  the 
seven  members  shall  be  known  as  district  directors  and  shall  be  appointed  by  the 
Governor  of  the  Farm  Credit  Administration  by  and  with  the  advice  and  consent 
of  the  Federal  Farm  Credit  Board.  The  seventh  member  of  such  board  shall  be 
known  as  director-at-large  and  shall  be  appointed  by  the  Governor  of  the  Farm 
Credit  Administration  by  and  with  the  advice  and  consent  of  the  Federal  Farm 
Credit  Board.  [No  person  shall  be  eligible  hereafter  for  nomination  or  appoint¬ 
ment  to  membership  as  an  appointed  member  on  said  Board  if  such  person  has 
within  one  year  next  preceding  the  commencement  of  the  term  been  a  salaried 
officer  or  employee  of  the  Farm  Credit  Administration,  or  a  salaried  officer  or 
employee  of  any  corporation  operating  under  the  supervision  of  the  Farm  Credit 
Administration.]  After  the  date  of  enactment  of  the  Farm  Credit  Act  of  1955,  no 
■ person  shall  be  eligible  for  election  or  appointment  to  membership  on  said  Board  if 
such  person  has  within  one  year  next  preceding  the  commencement  of  the  term  been 
a  salaried  officer  or  employee  of  the  Farm  Credit  Administration,  or  a  salaried  officer 
or  employee  of  any  corporation  operating  under  the  supervision  of  the  Farm  Credit 
Administration.  Each  farm  credit  board  shall  elect  from  its  members  a  chairman 
and  vice  chairman,  and  shall  appoint  a  secretary  from  within  or  without  its 
membership  as  it  may  see  fit.  The  chairman,  vice  chairman,  and  secretary  shall 
|  each  be  elected  for  a  term  of  one  year  and  until  their  successors  are  elected  and 
take  office  and  the  board  shall  elect  such  officers  each  year.  The  chairman  shall 
preside  at  all  meetings  and  the  vice  chairman  shall  preside  in  the  absence  or  dis¬ 
ability  of  the  chairman.  The  board  may,  in  the  absence  of  both  the  chairman 
and  vice  chairman,  elect  a  member  to  act  as  chairman  pro  tempore. 

******* 

(d) 

******* 

(2)  Notwithstanding  the  above  provision  with  respect  to  the  appointment  of 
district  directors,  one  additional  member  of  said  board  shall  be  elected  by  each 
of  the  groups  aforesaid  (national  farm  loan  associations  and  borrowers  through 
agencies,  production  credit  associations,  and  cooperatives  which  are  stockholders 
or  subscribers  to  the  guaranty  fund  of  the  regional  bank  for  cooperatives  of  the 
district),  and  serve  in  lieu  of  a  district  director,  under  the  following  circumstances 
and  conditions: 

(A)  Whenever,  as  determined  by  the  Farm  Credit  Administration,  the  sum  of 
the  capital  stock  held  by  national  farm  loan  associations,  surplus  and  reserves  of 
a  Federal  land  bank  shall  equal  or  exceed  66%  per  centum  of  the  total  of  the  capital 
stock,  surplus,  and  reserves  of  such  bank  as  of  the  date  [three  months]  six  months 
before  the  expiration  of  the  term  of  office  of  the  district  director  (or  third  district 
director)  whose  term  next  expires,  the  successor  to  such  director  shall  be  elected 
by  the  national  farm  loan  associations  of  the  district  in  the  manner  herein  provided, 
shall  be  known  as  an  elected  director,  and  successors  to  that  office  shall  be  so  elected 
and  known  from  term  to  term  while  such  conditions  obtain:  Provided,  That  if  and 

)when,  as  determined  by  the  Farm  Credit  Administration,  such  conditions  do  not 
obtain  as  of  the  date  [three  months]  six  months  before  the  expiration  of  the  term 
of  office  of  any  director  so  elected  under  the  provisions  of  this  subparagraph,  the 
successor  to  such  director  shall  be  appointed  bv  the  Governor  of  the  Farm  Credit 
Administration  by  and  with  the  advice  and  consent  of  the  Federal  Farm  Credit 
Board,  shall  be  known  as  a  district  director,  and  successors  to  that  office  shall  be  so 
appointed  and  known  from  term  to  term  for  such  terms  as  appointment  is  rot  pre¬ 
cluded  by  the  election  of  an  additional  director  by  one  of  the  groups  aforesaid  as 
herein  provided:  And  provided  further,  That  such  national  farm  loan  associations 
shall  again  and  from  time  to  time  elect  one  additional  director  as  aforesaid  if  and 
when  the  required  conditions  named  in  this  subparagraph  shall  be  determined  to 
obtain  as  aforesaid. 

(B)  Whenever,  as  determined  by  the  Farm  Credit  Administration,  the  sum  of 
the  capital  stock  held  by  persons  other  than  the  production  credit  corporation  of 
the  district,  surplus,  and  reserves  of  the  production  credit  associations  (collectively) 
of  a  farm  credit  district  shall  equal  or  exceed  66%  per  centum  of  the  total  of  the 
capital  stock,  surplus,  and  reserves  of  the  production  credit  associations  (collec¬ 
tively)  of  said  district  as  of  the  date  [three  months]  six  months  before  the  expira¬ 
tion  of  the  term  of  office  of  the  district  director  (or  third  district  director)  whose 
term  next  expires,  the  successor  to  such  director  shall  be  elected  by  the  production 
credit  associations  of  the  district  in  the  manner  herein  provided,  shall  be  known  as 
an  elected,  director,  and  successors  to  that  office  shall  be  so  elected  and  known  from 
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term  to  term  while  such  conditions  obtain:  Provided,  That,  if  and  when,  as  deter¬ 
mined  bv  the  Farm  Credit  Administration,  such  conditions  do  not  obtain  as  of  the 
date  [three  months!  six  months  before  the  expiration  of  the  term  of  office  of  any 
director  so  elected  under  the  provisions  of  this  subparagraph,  the  successor  to  such 
director  shall  be  appointed  by  the  Governor  of  the  Farm  Credit  Administration 
by  and  with  the  advice  and  consent  of  the  Federal  Farm  Credit  Board,  shall  be 
known  as  a  district  director,  and  successors  to  that  office  shall  be  so  appointed  and 
known  from  term  to  term  for  such  terms  as  appointment  is  not  precluded  by  the 
election  of  an  additional  director  by  one  of  the  groups  aforesaid  as  herein  provided: 
And  provided  further,  That  such  production  credit  associations  shall  again  and  from 
time  to  time  elect  one  additional  director  as  aforesaid,  if  and  when  the  required 
conditions  named  in  this  subparagraph  shall  be  determined  to  obtain  as  aforesaid. 

(C)  Whenever,  as  determined  by  the  Farm  Credit  Administration,  the  sum  of 
the  capital  stock  and  subscriptions  to  the  guaranty  fund  held  by  cooperatives 
which  are  stockholders  or  subscribers  to  the  guaranty  fund  of  a  regional  bank  for 
cooperatives,  surplus  and  reserves  of  said  bank  shall  equal  or  exceed  66%  per 
centum  of  the  total  capital  stock,  subscriptions  to  the  guaranty  fund,  surplus  and 
reserves  of  said  bank  as  of  the  date  [three  months]  six  months  before  the  expira¬ 
tion  of  the  term  of  office  of  the  district  director  (or  third  district  director)  whose 
term  next  expires,  the  successor  to  such  director  shall  be  elected  by  the  cooper¬ 
atives  which  are  stockholders  or  subscribers  to  the  guaranty  fund  of  said  bank  in 
the  manner  herein  provided,  shall  be  known  as  an  elected  director,  and  successors  a 
to  that  office  shall  be  so  elected  and  known  from  term  to  term  while  such  conditions  ^ 
obtain:  Provided,  That  if  and  when,  as  determined  by  the  Farm  Credit  Adminis¬ 
tration,  such  conditions  do  not  obtain  as  of  the  date  [three  months]  six  months 
before  the  expiration  of  the  term  of  office  of  any  director  so  elected  under  tne  pro¬ 
visions  of  this  subparagraph,  the  successor  to  such  director  shall  be  appointed  by 
the  Governor  of  the  Farm  Credit  Administration  by  and  with  the  advice  a,nd  con¬ 
sent  of  the  Federal  Farm  Credit  Board,  shall  be  known  as  a  district  director,  and 
successors  to  that  office  shall  be  so  appointed  and  known  from  term  to  term  for 
such  terms  as  appointment  is  not  precluded  by  the  election  of  an  additional  direc¬ 
tor  by  one  of  the  groups  aforesaid  as  herein  provided:  Provided  further,  that  sucn 
cooperatives  which  are  stockholders  or  subscribers  to  the  guaranty  fund  of  said 
bank  shall  again  and  from  time  to  time  elect  one  additional  director  as  aforesaid 
if  and  when  the  required  conditions  named  in  this  subparagraph  shall  be  deter- 
mined  to  obtain  as  aforesaid:  Provided  further,  r\  hat  at  no  time  and  under  no  con 
ditions  shall  there  be  in  office  less  than  one  or  more  than  two  members  of  said  board 
who  are  serving  bv  election  of  any  one  of  the  groups  aforesaid  (national  farm  loan 
associations  and  borrowers  through  agencies,  production  credit  associations,  and 
cooperatives  which  are  stockholders  or  subscribers  to  the  guaranty  fund  of  the 
regional  bank  for  cooperatives  of  the  district) :  And  provided  further  That  if  two 
or  more  of  said  groups  shall,  under  the  terms  and  provisions  hereof,  become  quali¬ 
fied  to  elect  an  additional  director  pending  the  expiration  of  the  term  of  office  of 
the  district  director  (or  third  district  director)  whose  term  next  expires,  preference 
shall  be  given,  first  to  national  farm  loan  associations  and  borrowers  through, 
agencies,  next  to  production  credit  associations,  and  next  to  cooperatives  v  hich 
are  stockholders  or  subscribers  to  the  guaranty  fund  of  the  regional  bank  for  co-i 
operatives,  to  elect  an  additional  director  as  herein  provided  as  the  terms  of  office^ 
of  district  directors,  including  the  third  district  director  if  he  be  still  m  office, 


(3)  In  any  district  which  includes  more  than  one  State  no  person  shall  be 
eligible  to  be  elected  by  any  group  if  he  is  a  resident  of  the  same  State  as  the  other 
member  elected  by  such  group  and  then  serving.  If  two  directors  are  to  be 
elected  at  the  same  election  in  any  such  district  by  any  group,  the  election  ot 
the  director  to  be  elected  by  such  group  under  section  5  (b)  shall  be  first  deter¬ 
mined,  and  the  person  receiving  the  most  votes  for  election  under  section  5  (d)  UJ 
who  is  not  a  resident  of  the  same  State  as  the  director  elected  under  section  o  (b) 

Farm  Credit  Administration,  the  election  of  a  director 
■under  section  5  (d)  (8)  by  any  group  may  be  begun  any  time  unthin  six  months 
before  the  expiration  of  the  term  of  office  to  which  the  director  is  to  succeed,  subject  to 
the  required  determination  being  made  as  of  the  date  six  months  before  the  expiration 
of  such  term  of  office  that  a  director  so  elected  by  such  group  is  to  serve  m  lieu  oj  a 
district  director  {or  third  district  director ) . 
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H.  R.  5168 

[Report  No.  863] 


IN  THE  HOUSE  OE  REPRESENTATIVES 

March  23, 1955 

Mr.  Cooley  introduced  the  following  bill;  which  was  referred  to  the  Com¬ 
mittee  on  Agriculture 

June  20. 1955  , 

* 

Reported  with  amendments,  committed  to  the  Committee  of  the  Whole  House 
on  the  State  of  the  Union,  and  ordered  to  be  printed 

[Omit  the  part  struck  through  and  insert  the  part  printed  in  italic] 


A  BILL 

To  provide  for  retirement  of  the  Government  capital  in  certain 
^  institutions  operating  under  the  supervision  of  the  Farm 
Credit  Administration;  to  increase  borrower  participation 
in  the  management  and  control  of  the  Federal  Farm  Credit 
System;  and  for  other  purposes. 

1  Be  it  enacted  by  the  Senate  and  House  of  Be  present  a- 

% 

2  tives  of  the  United,  States  of  America  in  Congress  assembled , 

3  That  this  Act  may  be  cited  as  the  “Farm  Credit  Act  of 

4  1955”. 

5  TITLE  I— BANKS  FOR  COOPERATIVES 

6  Sec.  101.  Section  42  of  the  Farm  Credit  Act  of  1933, 

7  as  amended,  is  amended  to  read  as  follows : 
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“Sec.  42.  (a)  Classes  of  Stock;  Ownership; 

Voting  Rights;  Dividends;  and  Retirement  of 
Stock. — Except,  as  provided  in  section  111  of  the  Farm 
Credit  Act  of  1955,  each  regional  bank  for  cooperatives  shall 
have  the  following  classes  of  stock,  all  of  which  shall  have  a 
par  value  of  $100  per  share: 

“  ( 1 )  Class  A  stock  shall  be  issued  to  and  held  by  the 
Governor  of  the  Farm  Credit  Administration  on  behalf  of 
the  United  States,  and  stock  of  such  hanks  held  by  the 
Governor  on  the  effective  date  of  title  I  of  the  Farm  Credit 
Act  of  1955  shall  he  exchanged,  share  for  share,  for  class 
A  stock  of  the  respective  banks.  Class  A  stock  shall  be  non¬ 
voting  and  no  dividends  shall  be  paid  thereon.  At  the  end 
of  each  fiscal  year,  each  of  such  banks,  subject  to  the  pro¬ 
visions  of  sections  33  and  40,  shall  determine  the  amount 
of  class  A  stock  that  shall  be  retired  at  par  by  that  hank. 
The  minimum  amount  of  class  A  stock  that  shall  he  retired 
shall  be  the  equivalent  in  dollar  value  of  the  amount  of 
(-lass  C  stock  issued  for  that  year,  except  that  class  C  stock 


issued  by  a  regional  bank  on  account  of  class  C  stock  issued 
to  it  by  the  central  bank,  class  C  stock  issued  by  a  regional 
bank  in  exchange  for  class  B  stock  the  proceeds  of  which 
were  used  to  retire  an  equivalent  amount  of  class  A  stock, 
and  class  C  stock  issued  by  a  regional  bank  in  exchange 
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for  capital  stock  of  the  bank  outstanding  on  the  effective 
date  of  title  I  of  the  Farm  Credit  Act  of  1955,  shall  not 
be  included  in  such  bank’s  calculation.  Any  amount  of 
class  A  stock  retired  in  excess  of  such  minimum  amount  in 
one  year  may  be  used  to  reduce  to  that  extent  the  amount 
of  such  stock  required  to  be  retired  in  any  subsequent  year. 
Funds  from  the  retirement  of  class  A  stock  shall  be  paid 
into  the  revolving  fund  authorized  by  the  Agricultural  Mar¬ 
keting  Act,  as  amended,  and  shall  continue  to  be  available 
for  the  purchase  of  class  A  stock  in  the  banks  in  accordance 
with  sections  33  and  40. 

“  (2)  Class  B  stock  may  be  issued  in  series  and  amounts 
approved  by  the  Farm  Credit  Administration,  and  may  be 
sold  or  transferred  to  any  person  subject  to  the  approval 
of  the  issuing  bank.  Such  stock  shall  be  issued  only  at  par 
and  shall  be  nonvoting.  Any  bank  may  pay  dividends  of 
not  to  exceed  4  per  centum  per  annum  on  class  B  stock 
if  declared  by  the  board  of  directors  and  approved  by  the 
Farm  Credit  Administration  and  if  the  surplus  account  of 
the  bank,  after  payment  of  such  dividends,  will  not  be  less 
than  25  per  centum  of  the  sum  of  all  its  outstanding  capital 
stock.  Dividends  on  class  B  stock  shall  not  be  cumulative, 
but  no  bank  shall  distribute  in  any  year  any  of  its  net 
savings  as  patronage  refunds  as  provided  in  section  36  (a) 
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unless  for  that  year  a  dividend  of  at  least  2  per  centum 
is  declared  and  paid  upon  outstanding  class  B  stock  of  the 
bank.  Each  series  of  class  B  stock  shall  be  issued  only 
with  the  approval  of  the  Farm  Credit  Administration  and 
shall  carry  on  the  face  of  each  certificate  a  statement  of 
the  maximum  dividend  which  may  be  declared  and  paid 
thereon  and  of  the  minimum  dividend  which  shall  be  de¬ 
clared  and  paid  thereon  before  the  bank  may  distribute 
any  of  its  net  savings  as  patronage  refunds:  Provided , 
That  such  maximum  and  minimum  dividends  may  be  the 
same  amount.  After  all  class  A  stock  has  been  retired, 
class  B  stock  may  be  called  for  retirement  at  par  with  the 
approval  of  the  Farm  Credit  Administration  and  shall  be 
called  in  such  manner  that  the  oldest  outstanding  stock  at 
any  given  time  will  be  retired  first.  Any  holder  of  class 
B  stock  whose  stock  has  been  called  for  retirement  may 
elect,  with  the  approval  of  the  issuing  bank,  to  leave  his 
stock  in  the  bank  subject  to  its  being  included  in  the  next 
call  for  retirement. 

“(3)  Class  C  stock,  except  as  approved  by  the  Farm 
Credit  Administration  and  consented  to  by  the  issuing  bank, 
may  be  issued  only  to  banks  for  cooperatives  and  farmers’ 
cooperative  associations  as  defined  in  section  15  (a)  of  the 
Agricultural  Marketing  Act,  as  amended.  Such  stock  may 
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be  issued  in  fractional  shares,  shall  be  issued  at  its  fair  book 
value  not  exceeding  par,  as  determined  by  the  bank,  and  no 
dividends  shall  be  paid  on  it.  Each  holder  of  one  or  more 
shares  of  class  C  stock  which  is  eligible  to  borrow  from  a 
bank  for  cooperatives  shall  be  entitled  to  one  vote  only: 
Provided,  That  any  such  holder  which  within  the  period  of 
two  years  next  preceding  a  date,  fixed  by  the  Farm  Credit 
Administration,  prior  to  commencement  of  the  voting  has  not 
been  a  borrower  from  a  bank  of  which  it  holds  class  C  stock 
shall  not  be  entitled  to  vote.  From  time  to  time  each  bank 
for  cooperatives  shall  obtain  information  concerning  its  class 
C  stockholders  to  determine  whether  they  continue  to  be 
eligible  to  borrow  from  the  bank  and  to  vote.  Any  class  C 
stockholder  found  by  the  bank  to  be  ineligible  to  borrow 
shall  not  be  entitled  to  vote  until  its  eligibility  is  reestab¬ 
lished  to  the  satisfaction  of  the  bank.  Whenever  in  section 
5  of  the  Farm  Credit  Act  of  1937,  as  amended,  and  section  4 
(a)  of  the  Farm  Credit  Act  of  1953,  provision  is  made  for  a 
nomination  or  election  by  cooperatives  which  are  stock¬ 
holders  or  subscribers  to  the  guaranty  fund  of  any  bank  for 
cooperatives  the  term  ‘cooperatives  which  are  stockholders 
or  subscribers  to  the  guaranty  fund’  or  the  equivalent  of  that 
term,  shall  mean  such  cooperatives  which  are  eligible  to  vote. 
Each  borrower  from  a  bank  for  cooperatives  shall  be  required 
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1  to  own  at  the  time  the  loan  is  made  at  least  one  share  of 

2  class  C  stock.  The  purchase  price  of  such  stock  may  be 

3  retained  out  of  the  loan.  In  addition,  each  borrower  as 

4  defined  by  the  Farm  Credit  Administration  for  purposes  of 

5  this  sentence,  shall  be  required  to  invest  quarterly  in  class 

6  C  stock  an  amount  equal  to  not  less  than  10  nor  more  than 

7  25  per  centum,  as  prescribed  by  the  board  of  directors  of 

8  the  bank  with  the  approval  of  the  Farm  Credit  Administra- 

9  tion,  of  the  amount  of  interest  payable  by  it  to  the  bank 

10  during;  the  calendar  quarter.  Payments  for  such  stock  shall 

11  be  made  quarterly  or  when  the  regular  interest  payments 

12  of  the  borrower  are  payable,  but  the  stock  shall  be  issued 

13  to  the  borrower  as  of  the  end  of  each  fiscal  year  in  the  amount 

14  of  the  payments  for  stock  made  by  it  during  the  year.  Each 

15  regional  bank  shall  purchase  at  least  one  share  of  class  C 
1G  stock  of  the  central  bank.  In  addition,  the  regional  bank 

17  shall  be  required  to  invest  quarterly  in  class  C  stock  of  the 

18  central  bank  an  amount  equal  to  not  less  than  10  nor  more 

19  than  25  per  centum,  as  prescribed  by  the  board  of  directors 

20  of  the  central  bank  with  the  approval  of  the  Farm  Credit 

21  Administration,  of  the  amount  of  interest  payable  by  the 

22  regional  bank  to  the  central  bank  during  the  calendar  quarter 

23  by  reason  of  an}^  interest  purchased  by  the  central  bank  in 

24  a  loan  made  by  the  regional  bank.  Payments  for  such  stock 

25  shall  be  made  to  the  central  hank  and  the  stock  shall  be 
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issued  to  the  regional  bank  in  the  same  manner,  insofar  as 
practicable,  as  is  provided  in  this  section  for  payments  for 
and  issuance  of  stock  on  account  of  loans  by  the  regional 
bank  in  which  the  central  bank  does  not  purchase  any 
interest.  Subject  to  rules  prescribed  by  the  board  of  directors 
of  the  lending  bank  with  the  approval  of  the  Farm  Credit 
Administration  a  borrower  may  convert  class  B  stock  into 
class  C  stock  for  the  purpose  of  making  the  investment  in 
class  C  stock  required  by  this  paragraph.  After  retirement 
of  all  class  A  stock,  class  C  stock  also  may  be  retired  at  par 
by  calling  the  oldest  outstanding  class  C  stock,  but  class  C 
stock  that  was  issued  for  a  fiscal  year  period  shall  not  be 
called  for  retirement  until  all  class  B  stock  that  was  issued 
during  or  prior  to  that  fiscal  year  has  been  called  for 
retirement. 

“(b)  Guaranty  Fund  Subscriptions  in  Lieu  of 
Stock. — If  a  cooperative  association  is  not  authorized  under 
the  laws  of  the  State  in  which  it  is  organized  to  take  stock 
in  the  bank,  the  bank  shall,  in  lieu  thereof,  require  the  asso¬ 
ciation  to  pay  into  or  have  on  deposit  in  a  guaranty  fund  of 
the  bank,  or  the  bank  may  retain  out  of  the  amount  of  the 
loan  and  credit  to  the  guaranty  fund,  a  sum  equal  to  the 
amount  of  class  C  stock  which  the  association  would  other¬ 
wise  he  required  by  subsection  (a)  (3)  of  this  section  to 

own  at  the  time  the  loan  is  made  and  to  purchase  thereafter. 


8 


1  Any  such  association  may  make  additional  payments  into 

2  the  guaranty  fund  from  time  to  time  in  lieu  of  the  purchase 

3  of  class  B  stock,  and  shall  receive  credits  to  such  fund  in 

4  lieu  of  patronage  refunds  payable  in  class  C  stock.  Each 

5  reference  in  this  Act  to  capital  stock  or  class  B  or  class  C 

6  stock  shall  include  also  the  guaranty  fund  equivalents  of 

7  such  stock,  and,  to  the  extent  permitted  under  the  laws  of 

8  a  State  in  which  a  cooperative  association  is  organized,  a 

9  holder  of  guaranty  fund  equivalents  of  either  class  B  or  class 

10  C  stock  shall  have  the  same  rights  and  status  as  a  holder  of 

11  class  B  or  class  C  stock,  respectively.  The  rights  and  obliga- 

12  tions  of  the  bank  as  respects  such  guaranty  fund  equivalents 

13  shall  be  identical  to  its  rights  and  obligations  as  respects  class 

14  B  or  class  C  stock,  respectively. 

15  “  (c)  Lien  on  Stock. — Except  as  hereinafter  provided 
10  in  the  case  of  an  association  which  is  a  direct  borrower  from 

17  the  central  bank,  each  bank  for  cooperatives  shall  have  a  first 

18  hen  on  all  stock  in  the  bank  owned  by  each  cooperative  as- 

19  sociation  as  additional  collateral  for  any  indebtedness  of  such 
30  association  to  the  bank.  In  the  case  of  an  association  which 

21  is  a  direct  borrower  from  the  central  bank,  the  central  bank 

22  shall  have  a  first  lien  on  any  amount  of  class  0  stock  which 
28  the  borrowing  association  owns  in  any  regional  bank  on  ac- 

24  count  of  direct  loans  of  such  association  from  the  central 

25  bank  ;  and  the  regional  bank  shall  have  a  lien  on  such  stock 
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junior  only  to  the  lien  of  the  central  bank.  In  any  case 
where  the  debt  of  a  borrower  is  in  default,  the  bank  may,  in 
accordance  with  regulations  of  the  Farm  Credit  Administra¬ 
tion,  retire  and  cancel  all  or  a  part  of  the  stock  of  the  de¬ 
faulting  borrower  at  the  fair  book  value  thereof,  not  exceed¬ 
ing  par,  in  total  or  partial  liquidation  of  the  debt,  as  the  case 
may  be,  and,  to  the  extent  required,  corresponding  shares 
held  by  a  regional  bank  in  the  central  bank  shall  he  retired. 

“  (d)  Calculation  of  Proportionate  Interests  in 
Banks. — For  the  purpose  of  determining  pursuant  to  section 
5  (d)  (2)  (C)  of  the  Farm  Credit  Act  of  1937,  as 

amended,  the  amoimt  of  the  capital  stock  and  subscriptions 
to  the  guaranty  fund  of  a  regional  hank  for  cooperatives  held 
by  cooperatives  the  term  ‘capital  stock  and  subscriptions  to 
the  guaranty  fund  held  by  cooperatives’  or  the  equivalent  of 
that  term  shall  also  mean  all  outstanding  class  B  and  class  C 
stock  and  the  guaranty  fund  equivalents  thereof.” 

Sec.  102.  Section  35  of  the  Farm  Credit  Act  of  1933, 
as  amended,  is  amended  to  read  as  follows: 

“Sec.  35.  Application  of  Begtonal  Bank  Stock 
Provisions  to  Central  Bank. — All  provisions  of  law 
with  respect  to  class  A,  class  B,  and  class  C  stock  in  the 
regional  banks  for  cooperatives  shall  apply  to  the  Central 
Bank  for  Cooperatives  except  as  they  may  be  inconsistent 
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with  the  provisions  of  this  section.  Each  borrower  from  the 
central  bank  shall  be  required  to  own  at  the  time  the  loan  is 
made  at  least  one  share  of  class  C  stock  in  such  regional 
bank  as  the  Farm  Credit  Administration  shall  designate  and 
shall  be  required  to  invest  quarterly  in  class  C  stock  in  such 
regional  bank  or  banks  as  the  Farm  Credit  Administration 
shall  designate  an  amount  equal  to  not  less  than  10  nor -more 
than  25  per  centum,  as  prescribed  by  the  board  of  directors 
of  the  central  bank  with  the  approval  of  the  Farm  Credit 
Administration,  of  the  amount  of  interest  payable  by  such 
borrower  to  the  central  bank  during  the  calendar  quarter. 
Payments  for  such  stock  shall  be  made  quarterly  or  when 
the  regular  interest  payments  of  such  borrower  are  payable; 
but  the  stock  shall  be  issued  to  the  borrower  as  of  the  end 
of  each  fiscal  year  in  the  amount  of  the  payments  for  stock 
made  by  it  during  such  year.  The  regional  bank  whose 
stock  is  so  issued  to  such  borrower  shall  purchase  a  corre¬ 
sponding  amount  of  class  C  stock  in  the  central  bank.” 

Sec.  103.  (a)  Section  36  of  the  Farm  Credit  Act  of 
1933,  as  amended,  is  amended  to  read  as  follows: 

“Sec.  36.  (a)  Application  of  Savings. — Each  bank 
for  cooperatives,  at  the  end  of  each  fiscal  year,  shall  deter¬ 
mine  the  amount  of  its  net  savings  after  paying  or  provid¬ 
ing  for  all  operating  expenses  (including  reasonable  valua¬ 
tion  reserves  and  losses  in  excess  of  any  such  applicable 
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# 


reserves)  and  shall  apply  such  savings  as  follows:  (1)  To 
the  restoration  of  the  amount  of  the  impairment,  if  any,  of 
capital  stock,  as  determined  by  its  board  of  directors;  (2) 
25  per  centum  of  any  remaining  savings  shall  be  used  to 
create  and  maintain  a  surplus  account ;  ( 3 )  if  said  bank  shall 
have  outstanding  capital  stock  held  by  the  United  States 
during  the  whole  or  any  part  of  the  fiscal  year,  it  shall  next 
pay  to  the  United  States  as  a  franchise  tax,  a  sum  equal  to 
25  per  centum  of  its  net  savings  then  remaining,  not  exceed¬ 
ing,  however,  a  rate  of  return  on  such  Government  capital 
calculated  at  a  rate  equal  to  the  computed  average  annual 
rate  of  interest  on  all  public  issues  of  public  debt  obligations 
of  the  United  States  issued  during  the  fiscal  year  ending 
next  before  such  tax  is  due,  as  certified  to  the  Farm  Credit 
Administration  by  the  Secretary  of  the  Treasury ;  (4)  reason¬ 
able  contingency  reserves  may  be  established;  (5)  dividends 
on  class  B  stock  may  be  declared  as  provided  in  section  42 
(a)  (2)  ;  and  (6)  any  remaining  net  savings  shall  be  dis¬ 
tributed  as  patronage  refunds  as  provided  in  subsection  (b) 
of  this  section:  Provided,  That  any  patronage  refunds  re¬ 
ceived  by  a  regional  bank  from  the  central  bank  shall  be 
excluded  from  net  savings  of  the  regional  bank  for  the  pur¬ 
pose  of  computing  such  franchise  tax.  Amounts  applied  as 
provided  in  (2)  and  (4)  above  after  the  effective  date  of 
title  I  of  the  Farm  Credit  Act  of  1955  shall  be  allocated  on 
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a  patronage  basis  approved  by  the  Farm  Credit  Adminis¬ 
tration,,  At  the  end  of  any  fiscal  year,  any  portion  of  the 
reserve  established  under  (4)  above  which  is  no  longer 
deemed  necessary  shall  be  transferred  to  the  surplus  account 
and,  if  the  surplus  account  of  any  such  hank  for  cooperatives 
exceeds  25  per  centum  of  the  sum  of  all  its  outstanding  cap¬ 
ital  stock,  the  bank  may  distribute  in  the  same  manner  as  a 
patronage  refund  any  part  or  all  of  such  excess  which  has 
been  allocated.  In  making  such  distributions,  the  oldest 
outstanding  allocations  shall  be  distributed  first.  Wherever 
used  in  this  Act,  the  words  ‘surplus  300011111’  as  applied  to 
any  bank  for  cooperatives  shall  mean  any  surpluses  and  con¬ 
tingency  reserves  shown  on  the  hooks  of  the  hanks  as  of  the 
effective  effective  date  of  title  I  of  the  Farm  Credit  Act  of 
1955  and  any  amounts  applied  as  provided  in  (2)  above 
after  the  effective  date  of  said  title  I.  Said  surplus  account 
shall  be  divided  to  show  the  amounts  thereof  subject  to  allo¬ 
cation  as  provided  in  this  section  and  may  he  further  sub¬ 
divided  as  prescribed  by  the  Farm  Credit  Administration. 
In  the  event  of  a  net  loss  in  any  fiscal  year  after  providing  for 
all  operating  expenses  (including  reasonable  valuation  re¬ 
serves  and  losses  in  excess  of  any  such  applicable  reserves) , 
such  loss  shall  be  absorbed  by:  first,  charges  to  allocated 
contingency  reserves;  second,  charges  to  allocated  surplus; 
third,  charges  to  other  contingency  reserves  and  surplus  pro 
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1  fit  ■with  ike  second  sentence  el  subsection 

-(e)-  el  Ibis  section ;  fourth,  the  impairment  of  class  C  stock; 
and  fifth,  the  impairment  of  all  other  stock. 

“(b)  Patronage  Refunds— The  patronage  refunds 
of  each  regional  tank  for  cooperatives  shall  be  paid  in 
class  C  stock  to  borrowers,  as  defined  by  the  Farm  Credit 
Administration  for  the  purposes  of  this  subsection,  during 
the  fiscal  year  for  which  the  refunds  are  declared.  Patron¬ 
age  refunds  of  the  Central  Bank  for  Cooperatives  shall  be 
paid  in  class  C  stock  to  the  regional  banks  for  cooperatives 
upon  the  basis  of  interests  held  by  the  central  bank  in  loans 
made  by  the  regional  banks  and  upon  direct  loans  made 
by  the  central  bank  to  cooperative  associations;  and  any 
part  of  such  refunds  derived  from  such  direct  loans  of  the 
central  bank  shall  be  paid  in  class  C  stock  issued  to  the 
regional  bank  or  banks  which  issued  to  the  borrower  the 
stock  incident  to  the  loans,  or  to  a  regional  bank  or  banks 
designated  by  the  Farm  Credit  Administration,  and  such 
bank  or  banks  shall  issue  a  like  amount  of  class  C  stock  to 
the  borrowers.  All  patronage  refunds  shall  be  paid  in  the 
proportion  that  the  amount  of  interest  earned  on  the  loans 
of  each  borrower  bears  to  the  total  interest  earned  on  the 
loans  of  all  borrowers  during  the  fiscal  year. 

Application  of  Assets  on  Liquidation  os 
Dissolution. — 4n  the  ease  of  liquidation  or  dissolution  of 
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any  bank  for  cooperatives,  ft  ft  or  I'lio  pft yFnont  or 
as  Ike  ease  may  key  first,  of  ah-  liabilities ;  second^  of  all  cap¬ 
ital  stock  issued  before  the  effective  date  ef  title  1  ef  the  -Farm 
Credit  Act  ef  1955  field  hy  cooperative  associations  at  parj 
all  class  A  stock  at  parj  and  all  elass  F  stock  at  par^  ami 
third-, ■  of  all  elass  C  stoek  at  pam  any  surpluses  and  con¬ 
tingency  reserves  then  remaining  shall  fie  distributed  as  pro¬ 
vided  in  this  subsection.  If  accessary  ia  absorbing  losses, 
allocated  contingency  reserves  and  allocated  surpluses  shall 
be  exhausted  first  ia  accordance  with  rules  prescribed  by 
the  Farm  Credit  Administration  and  other  contingency  re¬ 
serves  and  surpluses  shall  be  used  pro  ratm  Any  surpluses 
and  contingency  reserves  wkieh  were  on  hand  as  of  the 
effective  date  of  said  title  U  shall  be  apportioned  on  the  basis 
of  stock-  ownership  ia  the  bank  on  such  date  and  that  part 
of  sueh  surpluses  and  reserves  so  apportioned  to  stock  owned 
by  the  United  Statesy  shall  be  paid  into  the  Treasury  as 
miscellaneous  receipts  and  that  part  of  such  surpluses  and 
reserves  so  apportioned  to  stoek  owned  by  all  others  shall 
be  paid  to  the  holders  of  outstanding  stock  issued  before 
the  effective  date  of  said  title  T  and  class  C  stock-  ■pio  rat  ft  i 
Provided;  That  if  the  central  bank  is  liquidated  or  dissolved 
before  die  regional  banks,  that  part  of  such  surpluses  and 
reserves  so  apportioned  to  stoek  owned  by  the  -United  States 
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shall  he  distributed  to  the  regional  banks  on  the  basis  el 
stock  held  by  them  in  the  central  hanky  and  the  amount 
so  distributed  shall  be  added  to  the  corresponding  surplus 
and  reserve  ol  each  regional  bank  subject  to  payment  into 
the  Treasury  as  miscellaneous  receipts  upon  liquidation  or 
dissolution  ol  such  regional  bankr  Any  allocated  surpluses 
and  allocated  contingency  reserves  then  remaining  shall  he 
distributed  as  allocated  on  the  hooks  ol  the  bank.” 

“(c)  Application  of  Assets  on  Liquidation  or 
Dissolution. — In  the  case  of  liquidation  or  dissolution  of 
any  bank  for  cooperatives,  after  the  payment  or  retirement, 
as  the  case  may  be,  first,  of  all  liabilities;  second,  of  all  capital 
stock  issued  before  the  effective  date  of  title  I  of  the  Farm 
Credit  Act  of  1955  held  by  cooperative  associations  at  par, 
all  class  A  stock  at  par,  and  all  class  B  stock  at  part:  and. 
third,  of  all  class  C  stock  at  par;  any  surpluses  and  con¬ 
tingency  reserves  existing  on  the  effective  date  of  said  title 
I  shall  be  paid  to  the  holders  of  outstanding  capital  stock 
issued  before  the  effective  date  of  said  title  I,  class  A  stock 
and  class  C  stock  pro  rata,  and  any  remaining  surplus  and 
contingency  reserves  shall  be  distributed  to  those  entities  to 
which  they  are  allocated  on  the  books  of  the  bank.  If  it 
should  become  necessary  to  use  any  surplus  or  contingency 
reserves  to  pay  any  liabilities  or  to  retire  any  capital  stock, 
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allocated  contingency  reserves  and  surplus  shall  he  exhausted 
first  in  accordance  ivitli  rules  prescribed  by  the  Farm  Credit 
Administration .” 

(b)  For  purposes  of  applying  the  amendment  in  sub¬ 
section  (a)  of  this  section,  that  part  of  the  fiscal  year  1956 
preceding  the  effective  date  of  title  1  of  this  Act  and  that 
part  of  such  year  following  said  effective  date  shall  be 
deemed  to  be  separate  fiscal  years. 

Sec.  104.  Section  31  of  the  Farm  Credit  Act  of  1933 
is  amended  to  read  as  follows: 

“Sec.  31.  Board  of  Directors  of  Central  Bank.— 
The  Central  Bank  for  Cooperatives  shall  have  seven  directors. 
Of  this  number  four  shall  be  appointed  by  the  Governor  of 
the  Farm  Credit  Administration,  by  and  with  the  advice  and 
consent  of  the  Federal  Farm  Credit  Board,  and  three  shall 
be  elected  by  the  regional  banks  for  cooperatives  and  coop¬ 
erative  associations:  Provided,  That  the  terms  of  office  of 
directors  established  prior  to  the  effective  date  of  title  I  of 
the  Farm  Credit  Act  of  1955  shall  continue  through  the 
thirty-first  day  of  December  next  following  the  effective  date 
of  said  title  I  and  shall  expire  at  the  end  of  that  day.  Three 
of  the  directors  appointed  by  the  Farm  Credit  Administration 
shall  be  appointed  for  terms  of  one  year,  two  years,  and  three 
years,  respectively,  as  designated  at  the  time  of  appointment 
and  the  fourth  appointed  director  shall  be  appointed  for  a 


1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 


17 


term  of  three  years  and  thereafter  each  appointed  director 
shall  be  appointed  for  a  term  of  three  years.  Any  appointed 
director  may  be  removed  at  pleasure  at  any  time  by  the  Farm 
Credit  Administration.  The  Farm  Credit  Administration 
shall  prescribe  rules  and  regulations  for  the  nominations  and 
elections  required  by  this  section.  Sufficiently  in  advance  of 
the  first  day  of  January  next  following  the  effective  date  of 
title  I  of  the  Farm  Credit  Act  of  1955,  and  at  any  time 
subsequent  to  the  enactment  thereof,  the  Farm  Credit  Ad¬ 
ministration  shall  take  all  action  necessary  in  order  to  permit 
the  elections  hereby  provided  and  shall  group  the  several 
farm  credit  districts  into  three  areas,  each  of  which  shall  be 
comprised  of  four  contiguous  farm  credit  districts,  and  a 
director  shall  he  elected  from  nominees  from  each  of  such 
areas  by  regional  banks  for  cooperatives  of  the  area  and 
cooperative  associations  of  the  area  eligible  to  vote.  The 
three  elected  directors  shall  be  elected  for  terms  of  one  year, 
two  years,  and  three  years,  respectively,  as  shall  be  desig¬ 
nated  by  the  Farm  Credit  Administration  and  thereafter 
elected  directors  shall  be  elected  for  terms  of  three  years: 
Provided,  That  whenever,  as  determined  by  the  Farm  Credit 
Administration,  the  sum  of  the  capital  stock  and  subscriptions 
to  the  guaranty  fund  of  the  central  bank  held  by  persons 
other  than  the  Governor  of  the  Farm  Credit  Administration 
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on  behalf  of  the  United  States  and  surplus  and  reserve 
accounts  of  said  bank  shall  equal  or  exceed  66f  per  centum 
of  the  total  capital  stock,  subscriptions  to  the  guaranty  fund 
and  surplus  and  reserve  accounts  of  said  bank  as  of  the  date 
three  six  months  before  the  expiration  of  the  term  of  office  of 
any  appointed  director,  except  the  fourth  appointed  director, 
whose  term  next  expires,  the  successor  to  such  director  shall 
be  elected  from  nominees  for  a  term  of  three  years  by  re¬ 
gional  banks  for  cooperatives  of  the  area  and  cooperative  as¬ 
sociations  of  the  area  eligible  to  vote  on  a  basis  of  areas  com¬ 
prised  of  two  contiguous  farm  credit  districts  as  designated  by 
the  Farm  Credit  Administration.  Appointed  directors  except 
the  fourth  appointed  director  shall  continue  to  be  replaced 
by  elected  directors  in  accordance  with  the  foregoing  provi¬ 
sions  until  the  total  number  of  elected  directors  shall  be 
six,  elected  one  from  each  of  six  such  areas  comprised  of 
two  contiguous  farm  credit  districts.  Whenever,  as  deter¬ 
mined  by  the  Farm  Credit  Administration,  the  sum 
of  the  capital  stock  and  subscriptions  to  the  guaranty 
fund  of  the  central  bank  held  by  persons  other  than 
the  Governor  of  the  Farm  Credit  Administration  on  be¬ 
half  of  the  United  States  and  surplus  and  reserve 
accounts  of  said  bank  shall  not  equal  or  exceed  66f 
per  centum  of  the  total  capital  stock,  subscriptions  to  the 
guaranty  fund  and  surplus  and  reserve  accounts  of  the 
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banks  as  of  the  date  three  six  months  before  the  expiration 
of  the  term  of  office  of  any  elected  director  whose  term  next 
expires,  the  successor  to  such  elected  director  shall,  if  the 
number  of  elected  directors  then  exceeds  three,  be  appointed 
by  the  Governor  of  the  Farm  Credit  Administration  by  and 
with  the  advice  and  consent  of  the  Federal  Farm  Credit 
Board  for  a  term  of  three  years.  In  any  such  case  where 
only  one  additional  appointed  director  is  needed  in  order  to 
increase  the  total  number  of  appointed  directors  to  four, 
and  the  terms  of  office  of  more  than  one  elected  director 
next  expire,  the  Farm  Credit  Administration  shall  designate 
the  one  of  such  next  expiring  terms  of  office  which  shall 
be  replaced  by  the  additional  appointed  director.  Any 
vacancy  in  the  Board  whether  filled  by  appointment  or  by 
election  shall  be  filled  for  the  unexpired  term  in  the  same 
manner  in  which  the  vacant  office  was  filled.  Each  regional 
bank  for  cooperatives,  each  cooperative  association  which  is 
a  direct  borrower  from  the  central  bank,  each  holder  of  one 
or  more  shares  of  class  C  stock  in  a  regional  bank  for 
cooperatives  which  is  eligible  to  vote  under  section  42  (a) 
(3) ,  and  each  holder  of  one  or  more  shares  of  stock  in  the 
central  bank  or  any  regional  bank  for  cooperatives  issued 
before  the  effective  date  of  title  I  of  the  Farm  Credit  Act 
of  1955  which  is  eligible  to  vote  shall  be  eligible  to  vote 
for  directors  of  the  central  bank  and  each  such  holder  shall 
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be  entitled  to  one  vote  only  without  regard  to  the  number 
of  shares  held  in  any  one  or  more  of  said  banks,  and  the 
vote  of  any  such  holder  of  stock  in  more  than  one  bank 
shall  be  cast  only  with  respect  to  elections  in  the  area  in 
which  is  located  the  main  office  of  such  holder.  Elected 
directors  shall  have  been,  for  at  least  two  years,  residents 
of  the  area  for  which  they  are  elected.  No  person  shall  be 
eligible  for  nomination,  election,  or  appointment  as  a  director 
if  such  person  has  within  one  year  next  preceding  the  com¬ 
mencement  of  the  term  been  a  salaried  officer  or  employee 
of  the  Farm  Credit  Administration  or  of  any  corporation 
operating  under  its  supervision.  Any  person  who  is  a  mem¬ 
ber  of  the  Federal  Farm  Credit  Board  or  a  district  farm 
credit  board  when  appointed  or  elected  as  director  shall 
resign  as  a  member  of  the  Federal  Farm  Credit  Board  or  the 
district  board  before  assuming  his  duties  as  director  of  the 
central  bank.  No  person  who  becomes  such  director  shall 
be  eligible  to  continue  to  serve  if  he  becomes  a  member 
of  the  Federal  Farm  Credit  Board  or  any  district  farm  credit 
board  or  an  officer  or  employee  of  the  Farm  Credit  Admin¬ 
istration  or  an  officer  or  employee  of  any  corporation 
operating  under  the  supervision  of  the  Farm  Credit 
Administration.” 
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Sec.  105.  Section  32  of  the  Earm  Credit  Act  of  1933 
is  amended  to  read  as  follows: 

“Sec.  32.  Powees  of  Boakd  of  Dieectoes  of  Cen- 
teal  Bank. — The  Board  of  Directors  of  the  Central  Bank 
for  Cooperatives  shall  elect  a  Chairman  and  Vice  Chairman 
from  among  its  members.  The  powers  of  the  Board  of 
Directors  shall  be  such  powers  as  may  be  prescribed  in  the 
charter  and  bylaws  with  the  approval  of  the  Earm  Credit 
Administration:  Provided,  That  said  Board  without  limita¬ 
tion  of  powers  conferred  by  section  60  shall  have  power, 
subject  to  approval  of  the  Earm  Credit  Administration,  to 
appoint  and  fix  the  compensation  of  the  chief  executive  offi¬ 
cer  and  such  other  officers  and  employees,  experts,  and  con¬ 
sultants  as  may  be  necessary  for  the  efficient  conduct  of  the 
bank’s  business:  Provided  further,  That  the  chief  executive 
officer  of  the  bank  shall  not  be  an  officer  or  employee '  of 
the  Earm  Credit  Administration.” 

Sec.  106.  Section  38  of  the  Earm  Credit  Act  of  1933 
is  amended  by  adding  at  the  end  of  said  section  the  following 
new  sentence:  “After  the  effective  date  of  title  I  of  the 
Earm  Credit  Act  of  1955  any  amendment  in  the  terms  of  the 
charter  issued  to  any  bank  for  cooperatives  and  any  regu- 
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lation  issued  under  authority  of  this  section  or  otherwise 
affecting  lending  operations  of  any  such  bank  shall  be  con¬ 
sistent  with  the  principle  that  the  central  bank  shall  make 
loans  only  in  cases  where  it  is  not  practicable  for  the  loan 
to  be  made  by  a  regional  bank.” 

Sec.  107.  Section  41  of  the  Farm  Credit  Act  of  1933, 
as  amended,  is  amended  by  adding  a  new  paragraph  as 
follows : 

“Notwithstanding  any  other  provision  of  law,  any 
officer  or  employee  of  the  Farm  Credit  Administration  or  of 
any  bank  for  cooperatives  designated  to  act  as  custodian 
of  collateral  securing  loans  made  by  any  such  bank  to  any 
cooperative  association  eligible  to  borrow  therefrom  may,  in 
accordance  with  regulations  of  the  Farm  Credit  Administra¬ 
tion,  act  at  the  same  time  as  custodian  of  collateral  securing 
loans  made  by  any  other  lenders  to  any  cooperative  associa¬ 
tion  eligible  to  borrow  from  any  such  bank.” 

Sec.  108.  (a)  Section  33  of  the  Farm  Credit  Act  of 
1933  is  amended  by  striking  the  words  “Chairman  of  the 
Board”  in  the  last  sentence  of  said  section  and  substituting 
in  lieu  thereof  the  words  “Board  of  Directors”. 

(b)  Section  34  of  the  Farm  Credit  Act  of  1933,  as 
amended,  is  amended  by  striking  the  words  “Chairman  of  its 
Board  of  Directors”  in  the  first  paragraph  of  said  section  and 
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substituting  in  lieu  thereof  the  words  “Farm  Credit 
Administration”. 

Sec.  109.  Subsection  (a)  of  section  8  of  the  Agricul¬ 
tural  Marketing  Act,  as  amended,  is  amended  to  read  as 
follows : 

“  (a)  Loans  to  cooperative  associations  made  by  any 
bank  for  cooperatives  shall  bear  such  rates  of  interest  as 
the  board  of  directors  of  the  bank  shall  from  time  to  time  de¬ 
termine  with  the  approval  of  the  Farm  Credit  Administra¬ 
tion,  but  in  no  case  shall  the  rate  of  interest  exceed  6  per 
centum  per  annum  on  the  unpaid  principal  of  a  loan.” 

Sec.  110.  (a)  Section  65  of  the  Farm  Credit  Act  of 
1933  is  amended  hy  striking  the  word  “regional”  in  the  first 
sentence  of  said  section. 

(b)  Section  66  of  the  Farm  Credit  Act  of  1933,  as 
amended,  is  hereby  repealed. 

(c)  The  second  sentence  of  section  7  (a)  of  the  Farm 
Credit  Act  of  1953  is  hereby  repealed. 

(d)  Section  6  of  the  Act  approved  January  23,  1932 
(47  Stat.  14) ,  is  amended  by  adding  immediately  following 
the  comma  after  the  word  “Act”  where  it  first  appears  the 
following:  “the  Farm  Credit  Act  of  1933”. 

Sec.  111.  This  title  shall  be  applicable  to  loans  made 
before  its  effective  date  from  the  date  on  which  they  may 
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be  changed  by  agreement  to  conform  hereto,  otherwise,  ex¬ 
cept  as  provided  in  this  title,  such  loans  shall  be  treated  as 
though  this  title  had  not  been  enacted.  Any  cooperative 
association  owning  capital  stock  or  guaranty  fund  credits 
in  any  bank  for  cooperatives  issued  before  the  effective  date 
of  this  title  which  is  eligible  to  vote  shall,  as  long  as  such 
eligibility  continues,  be  entitled  to  vote  to  the  same  extent 
as  a  holder  of  class  C  stock  which  is  eligible  to  vote;  any 
cooperative  association  owning  such  stock  or  guaranty  fund 
credits  shall  be  entitled  to  have  such  stock  or  credits  retired 
as  though  this  title  had  not  been  enacted;  and  any  such 
association  may  with  the  consent  of  the  bank  have  such  stock 
or  credits,  if  it  is  found  eligible  to  own  class  B  or  class  C 
stock,  converted  in  whole  or  in  part  into  class  B  or  class  C 
stock  or  equivalent  guaranty  fund  credits:  Provided,  That 
any  bank  for  cooperatives  with  the  approval  of  the  Farm 
Credit  Administration  may  retire  at  any  time  capital  stock 
or  guaranty  fund  credits  issued  before  the  effective  date  of 
this  title  held  by  any  cooperative  association  and  may  hold 
the  proceeds  of  such  retired  stock  or  guaranty  fund  credits  as 
security  for  any  indebtedness  of  the  association  to  the  bank. 

Sec.  112.  This  title  shall  take  effect  on  the  first  day  of 
the  month  next  following  one  hundred  and  twenty  days  after 
its  enactment. 
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TITLE  II— PRODUCTION  CREDIT  SYSTEM 
Sec.  2-04t  Seetien  -4-  el  Ide  Perm  Credit  Aet  el  4043 
0  amended  4e  read  as  IoIIowst 

-Sec.  -U  -(of  Cea&be-s  of  S-Tec-ic;-  Pa® 

■Value;  Ow®E-RS-i-i-ir ;  Dividends ;  Preference  -Ur on 
Iuqu  i  bat-ion  .  Eaed  production  credit  corporation  sited 
have  4de  following  classes  el  sleeky  ad  el  willed  sdad  dove 
a  fate  value  el  $4-00  pee  sh  arc-7 

-f4)-  Class  A  sleek  sdad  de  Issued  le  and  deld  by  Ide 

/A  P  til  A  Vq  VTL1  f  S  *( v  <1 1 1  A  cl  UP  1  Cj  U 1 » C>  Ai->  1~v  /vlx  R  If  Ap 

t/t  tllv  jL  ctl  III  Cl  Lull  A  lAlil  11  Illoticlli  Vi  1  i  Uli  rj  Cn  cl  1 1  vj  1 

Eli  a  TT  ti  1 1/'*  f\  4  o  4  o  a  i  r\~\r  c*  1  lap  cm  n  1  i  c  ve  (V\t»  o  yr*  (  a  1  *  u  t  o  1  r 

Til c  U  llllv  ll  ka  TXT  V2t Ur x ttlTg ti*  T5llctT“  lvi  uiicll  U  Tt7xT  utu/UlY 

el  Ide  respective  preduetien  eeedd  corporations  deld  dy  Ide 
Co  vein  oe  en  Ide  effective  dale  el  tille  II  el  Ide  Poem  Credit 
Aet  el  40-55.  Class  A  sleek  sdad  de  nonvoting  and  ete  divi- 
dends  sdad  de  paid  tdcreom  Al  Ide  end  el  eaed  dseal  year,- 
eaed  el  sued  eeepeealiens  sdad  deleemlue  Ide  amount  el 
class  A  sleek  Idol  il  sdad  retire,  willed  sdad  uel  de  less  Idau 
40  per  centum  el  Ide  ameunl  el  sleek  el  Ide  eerperallen 
deld  dy  Ide  Cevemer  en  dedall  el  Ide  United  Stales  en 
Ide  effective  dale  el  Idle  II  el  Ide  Perm  Credit  Aet  el  1955: 
Provided,  Tdat  any  ameunl  retired  in  excess  el  sued  4-0  per 
centum  In  ene  year  may  de  used  le  reduee  le  Idol  extent 
Ide  ameunl  el  sleek  required  le  de  retired  In  any  subsequent 
year?  Punds  Irem  Ide  retirement  el  elass  A  sleek  sdad  de 
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paid  into  the  revolving  fund  authorized  by  scetion  b  and: 
shah  continue  to  he  available  for  the  purchase  of  elass  C 
stock  in  accordance  with  paragraph  of  this  subsection 
“-(2-)  Class  E  stock  may  be  issued  only  to  production: 
credit  associations.  Sued  stock  shah  be  issued  at  par  and 
no  dividends  shall  be  paid  on  hr  Eaeh  holder  of  class  E 
stock  shall  be  entitled  to  one  vote  for  eaeh  share  of  stock 


held  by  hr  Each 
time  to  time 


shall  from 
of  its  class  £  stock  which 


shall  be  subscribed  to  and  purchased  by  the  production  credit 
association  of  the  district.  Ehe  minim mn  amount  of  such 
stoek  subscribed  to  and  purchased  hy  such  associations  shah 
not  be  less  than  an  amount  computed  as  the  sum  of  the 
following:  As  to  each  association,-  h  per  centum  of  the 
amount  of  its  stock  held  by  persons  other  than  the 
tien  or  ^-00 07  whichever  is  the  greater,  hhe 
to  such  stoek  by  the  associations  shall  be  allocated  by  the 
corporation  upon  an  equitable  basis  and  the  amounts  of  sub¬ 
scriptions  and  purchases  of  such  stock  by  the  associations 
may  be  adjusted  annually  :-  P-r-m4ded7  hliat  sued  stock  of  a 
corporation  outstanding  shah  not  be  less  than  such  minimum. 
Ehe  stoek  ownership  requirements  of  this  subsection  shall 
also  apply  to  any  association  organized  after  the  effective 
date  of  title  H  of  the  Earm  Credit  Act  of  -3-95§7  In  case  of 


of  any  association^-  the  stock  of  the 
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by  sueb  association  shall  be  canceled  and 
the  association  paid  tke  pee  value  el  seek  stock . 

--(-84-  Glass  G  sleek  may  be  issued  in  amounts  approved 
by  tke  -Farm  Credit  Administration?  Tbe  Governor  el  tke 
Farm  Credit  -Armmistratien  may  purchase  elass  C  stock 
el  any  production  credit  corporation  from  time  to  time  in 
seek  amounts  as  be  determines  are  required  to  meet  tbe 


credit  needs  ol  tbe  district  served  by  sueb 
Payments  lor  stuek  purchased  by  tbe  Governor  sbab  be 
made  out  ol  tbe  revolving  land  authorized  by  section  b  and 
sueb  stock  sbab  be  bold  by  bim  on  bebad  ol  tbe  United 
States:  Class  C  steek  sbab  be  issued  only  at  par  and  sbab 
be  nonvoting?  When  declared  by  its  board  ol  directors  and 
approved  by  tbe  Farm  Credit  Administration,  any  sueb 
corporation  may  pay  dividends  on  class  C  steek  at  a  rate 
not  eseeedmg  tbe  average  annual  rate  ol  interest  on  ab 
mi  111  i  n  iq^hpq  /vf  mi  111  i  r«  fl  clif  ol  tl 1  o*n  fi  rni  ^  of  p  TTti  i  fori  f  o-q 

JJ  LL  UliU  lOu tt L  O  U 1  J/ tt  Uliu  v l  v"  U l  V7T7 TT^  ttXTUTIO  Ul  I'llv  C  111  IL  vl  kJ  tctl  v,  o 

issued  during  tbe  fiscal  year  nest  belore  any  sueb  dividend 

1  o  o  r\  /I  TO /l  _  o  a  POVllf  Ac]  1a  |l)n  VTH  1  -  A  ^1 1 1 1111 1  Q  f  1*0  — 

IO  utT  vl  U  v"  1  cl  1  v"  vl  j  tlo  viv-'l  til  Ivvl  l  U  111  U  —1-  Cll  111  C1 1  v  HI  1/  -i- 1  vl  1111  ill  O  L 1  cl 

tion  by  tbe  Secretary  ol  tbe  Treasury?  Dividends  on  Gass 
C  stock  shall  not  be  eumidativeT  Alter  ab  Gass  A  Geek 
has  been  retired,  Gass  C  stock  mav  be  called  lor  retire- 
merit  at  par  in  amounts  approved  by  tbe  Farm  Credit 


U 


{4-f  4n  tbe  ease  ol  liquidation  or 


ol  any 
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credit  corporation^  after  Ike  payment  er  retire- 

j~v  >  f  o  r<  tl^  a  /~mQA  i  n  o  tt  1  \n  Xi  yo  1  ju.X1  1 1  o  111  1 1 1 1  f  ^  1  /I 

ixiuitty  Uo  1 1 1 L"  Ltlbu  i  1  fitnr  fll  y  11  jL  otj  tli  mi  11  cl  U 111 LIL'ib  y  o v,  v" vlllt.1 « 

ef  aft  elass  A  stock  at  par  and  aft  ekes  G  stock  at  par-j 
any  sums  remaining  shaft  fte  paid  pro  rata  te  tfte  holders 
ei  outstanding  elass  31  stock 

Payment  op  43xpenseo  op  X’roductkrpCbedit 
Corporations  ©a  Production  Credit  Associations^ — 
Beginning  on  tfte  effective  date  el  title  44  el  tfte  Perm  Credit 
Aet  of  1955  expenses  el  eaeft  production  credit  eerperatiea 
sftaft  fte  afteeateft  in  saeft  manner  aaft  amounts  as  shall  fte 
determined  fey  tfte  heard  el  direeters  el  tfte  eerperation  and 
sftaft  fte  paid  hy  the  preduetien  credit  associations  el  tfte 
district :  Provided,  Pkat  saeft  aftecatiens  sftaft  fte  made 
annaafty  and  shall  fee  progressively  increased  in  saeft  man¬ 
ner  that  no  later  than  tire  tenth  year  alter  tfte  effective  date 
el  title  44  el  tfte  -Farm  Credit  Act  el  4-ft5fe  aft  expenses  el 
tfte  corporation  net  covered  fey  income  el  tfte  corporation 
shall  fte  paid  fty  saeft  associations.- 

— -feft  Postponement  op  Stock  Retirement  anb 
Payment  op  -Expenses  En-de-r  Special  Circum¬ 


stances. — Aetvritftst  anding  tfte 


seetien- 


el  this 


“-(-l)  tfte  heard  el  directors  el  a  production  eredit 
eerperation  mayy  because  el  adverse  cenditiens  in  tfte 
district,  reduce  tfte  amount  el  class  A  stock  te  fte  retired 
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during  ey  year  to  the  extent  trie  beard  determines  nec¬ 
essary  in  order  to  meet  trie  credit  needs  el  trie  district : 
Pwvided,  -That  ari  class  A  stock  el  trie  corporation  shall 
be  retired  en  er  before  trie  end  el  trie  teetri  year  alter 
trie  effective  date  el  title  44  el  trie  Farm  Credit  Aet  el 
and 

*■  *-f2 )  trie  rieard  el  directors  el  a  production  credit 
corporation  may,  because  el  adverse  conditions  in  trie 
district,  defer  in  whole  er  in  part  trie  amounts  which 
otherwise  would  be  paid  by  trie  production  credit  asso¬ 
ciations  under  subsection  -(b)-  el  ibis  section  in  any  year 
to  trie  extent  trie  rieard  determines  necessary  in  order 
te  enable  trie  associations  te  provide  adequate  credit 
service  to  farmers  at  reasonable  costs :  Provided,  That 
after  trie  thirteenth  year  following  trie  effective  date  el 
title  44  of  trie  Farm  Credit  Aet  of  19o5  all  expenses  el 
trie  corporation  net  covered  by  income  of  trie  corpora 
trim  shall  be  paid  by  sueri  associations-; 

“  (d)  Any  action  by  trie  board  el  directors  el  any  pro¬ 
duction  credit  corporation  under  trie  provisions  el  triis  sec¬ 
tion  sriari  be  subject,  to  trie  approval  of  trie  Farm  Credit 
Administration.” 


Sec.  frits  201.  Section  21  of  the  Farm  Credit  Act  of 
1933  is  amended  by  striking  out  of  the  fifth  sentence  trie 
vords  “all  stock  shall  share  in  dividend  distributions  without 
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1  preference”  and  substituting  therefor  the  words  “Dividends 

2  may  be  paid  on  class  A  and  class  B  stock  without  preference 

3  or  on  class  A  stock  alone,  as  the  board  of  directors  of  the 

4  association  may  determine”. 

5  Sec.  3143  202.  Section  22  of  the  Farm  Credit  Act  of 

6  1933  is  amended  to  read  as  follows: 

7  “Sec.  22.  (a)  Each  production  credit  association  shall, 

8  at  the  end  of  each  fiscal  year,  apply  the  amount  of  its  eam- 

9  ings  in  excess  of  operating  expenses  (including  provision  for 

10  reasonable  valuation  reserves)  during  such  fiscal  year,  first, 

11  to  the  restoration  of  the  impairment,  if  any,  of  capital;  and, 

12  second,  to  the  establishment  and  maintenance  of  a  surplus 

13  account,  the  minimum  amount  of  which  shall  be  prescribed 

14  by  the  production  credit  corporation. 

15  “(b)  A  production  credit  association  may  pay  dividends 

16  of  not  to  exceed  7  per  centum  per  annum  when  such  pay- 

17  ments  are  approved  by  the  production  credit  corporation  of 

18  the  district  and  are  consistent  with  policies  established  under 

19  regulations  issued  by  the  Farm  Credit  Administration.” 

20  Sec.  304  203.  The  amounts  in  the  guaranty  fund  reserve 

21  and  the  reserve  account  for  bad  and  doubtful  debts  of  each 

22  production  credit  association  shall,  as  of  the  effective  date  of 

23  this  title,  be  transferred  to  the  surplus  account  of  such  asso- 
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ciation  established  pursuant  to  the  provisions  of  section  22 
of  the  Farm  Credit  Act  of  1933  as  amended  by  section  293 
202  of  this  title. 

Sec.  293  204.  Section  23  of  the  Farm  Credit  Act  of 
1933  is  amended  to  read  as  follows: 

“Sec.  23.  Each  production  credit  association  shall,  under 
such  rules  and  regulations  as  may  be  prescribed  by  the  pro¬ 
duction  credit  corporation  of  the  district  with  the  approval 
of  the  Farm  Credit  Administration,  invest  its  funds  and  make 
loans  to  farmers  for  general  agricultural  purposes.  Such 
loans  shall  be  made  on  such  terms  and  conditions,  at  such 
rates  of  interest,  and  with  such  security  as  may  be  prescribed 
by  the  corporation.  No  borrower  shall  be  indebted  to  the 
association  at  any  one  time  in  an  amount  in  excess  of  15 
per  centum  of  the  capital  and  surplus  of  the  association  un¬ 
less  the  loan  has  the  prior  approval  of  the  corporation,  or  in 
excess  of  35  per  centum  of  the  capital  and  surplus  of  the  as¬ 
sociation  unless  the  loan  also  has  the  prior  approval  of  the 
Farm  Credit  Administration.  Borrowers  shall  be  required 
to  own,  at  the  time  the  loan  is  made,  class  B  stock  of  the 
association  in  an  amount  equal  in  fair  book  value  (not  to 
exceed  par) ,  as  determined  by  the  association,  to  $5  per 
$199  or  fraction  thereof  of  the  amount  of  the  loan.  Such 
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stock  shall  not  he  canceled  or  retired  upon  payment  of  the 
loan  but  may  be  transferred  or  exchanged  as  provided  in 
section  21  of  this  Act.” 

Sec.  205.  The  last  sentence  of  section  63  of  the 
Farm  Credit  Act  of  1933  is  hereby  amended  to  read  as 
follows:  “The  exemption  provided  herein  shall  not  apply  with 
respect  to  any  production  credit  association  or  its  property  or 
income  after  the  class  A  stock  held  in  it  by  the  production 
credit  corporation  has  been  retired,  or  with  respect  to  the 
Central  Bank  for  Cooperatives,  or  any  production  credit 
corporation  or  bank  for  cooperatives,  or  its  property  or  in¬ 
come  after  the  stock  held  in  it  by  the  United  States  has  been 
retired.” 

Sec.  2U7t  -fa)-  The  Government  Corporation  Control 
Aet  is  amended  by  deleting  from  seetion  TOT  the  following : 
-‘production  credit  corporations?” ;  by  inserting  -‘production 
credit  corporations,  -fTf1-  m  section  20T  immediately  follow 
feg  ^  %  changing  ^  to 

-fb)-  Seetion  0679  of  the  Bevisod  StatutesT  as  amended, 
is  amended  by  striking  the  period  at  the  end  of  subsection 
-fd)-  -fd-)-  of  said  section  and  adding  in  ben  thereof  the 
following :  ~  or  to  any  production  credit  corporation  organ- 
ked  pursuant  to  the  Farm  Credit  Aet  of  193-3.—. 

-(e)-  Ao  appropriation  Aet  shall  apply  to  a  production 
credit-  corporation  on  and  after  the  effective  date  of  this  title.- 
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SeOv  ffQ-Sr  This  title  shah  become  effective  the  ffrst  day 
el  the  fiscal  year  next  commcneing  after  its  enactment. 
TITLE  III— FEDERAL  LAND  BANK  SYSTEM 
Sec.  301.  Sections  3,  7,  and  8  of  the  Federal  Farm 
Loan  Act,  as  amended,  are  amended — 

(a)  by  changing  next  to  the  last  paragraph  of 
section  3  to  read  as  follows:  “The  Farm  Credit  Admin¬ 
istration  shall  prescribe  a  form  for  the  statement  of  con¬ 
dition  of  national  farm  loan  associations  and  land  hanks 
under  its  supervision,  which  shall  he  filled  out  by  each 
such  association  or  hank  and  transmitted  to  said  admin¬ 
istration  as  required  by  it.” ; 

(h)  by  changing  the  fifth  sentence  of  the  fourth 
paragraph  of  section  7  to  read  as  follows:  “He  shall 
make  a  report  to  the  Farm  Credit  Administration  as 
required  by  it  upon  forms  to  be  provided  for  that 
purpose.”;  and 

(c)  by  deleting  the  last  sentence  of  section  8. 
Sec.  302.  The  last  paragraph  of  section  5  of  the  Federal 
Farm  Loan  Act,  as  amended,  is  repealed. 

Sec.  303.  Section  10  of  the  Federal  Farm  Loan  Act, 
as  amended,  is  amended  by  adding  at  the  end  thereof  a 
new  paragraph  as  follows : 

“Notwithstanding  any  other  provision  of  this  Act  to  the 
contrary,  subject  to  the  approval  of  the  Farm  Credit  Admin- 
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istration,  the  investigation  and  the  written  report  or  reports 
on  the  value  of  the  security  offered  for  a  Federal  land  bank 
loan,  which  otherwise  are  required  by  this  section  to  be  made 

by  land  bank  appraisers  appointed  under  the  authority  of 

• 

section  3  of  this  Act,  may  be  made,  in  accordance  with 
appraisal  standards  prescribed  by  the  Farm  Credit  Adminis¬ 
tration,  by  any  person  (including  a  person  who  is  secretary- 
treasurer  of  a  national  farm  loan  association)  designated  so 
to  do  by  the  Federal  land  bank  of  the  district;  a  Federal 
land  bank  is  authorized  to  make  a  loan,  if  otherwise  author¬ 
ized,  on  the  basis  of  such  an  investigation  and  report  by  a 
person  so  designated;  and  a  loan  so  made  shall  be  eligible 
as  collateral  for  farm  loan  bonds  under  section  19  of  this 
Act,  if  otherwise  qualified  thereunder:  Provided,  That, 
within  one  year,  the  land  bank  shall  obtain  a  written  report 
on  the  security  for  the  loan  by  a  land  bank  appraiser 
appointed  under  section  3  of  this  Act,  in  terms  and  form 
prescribed  by  the  Farm  Credit  Administration,  and  such  a 
loan  shall  be  eligible  as  collateral  for  farm  loan  bonds  there¬ 
after  only  if  such  report  by  a  land  bank  appraiser  establishes 
that  the  security  meets  the  standards  prescribed  by  the  Farm 
Credit  Administration  for  a  land  bank  loan,  and  in  no  event 
shall  any  such  loan  thereafter  be  carried  as  such  collateral 
for  bonds  at  more  than  65  per  centum  of  the  normal  value 
of  the  security  as  determined  by  such  land  bank  appraiser. 
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Except  as  otherwise  specifically  provided  in  this  paragraph, 
all  provisions  of  this  Act  relating  to  loans  made  through 
national  farm  loan  associations  shall,  insofar  as  applicable, 
apply  with  respect  to  loans  made  on  such  investigations  and 
written  reports  by  such  designated  persons.” 

Sec.  304.  Section  12  of  the  Federal  Farm  Loan  Act, 
as  amended,  is  amended — 

(a)  by  changing  paragraph  “Fourth”  to  read  as 
follows:  “Such  loans  may  be  made  for  general  agricul¬ 
tural  purposes  and  other  requirements  of  the  owner  of 
the  land  mortgaged,  under  rules  and  regulations  of  the 
Farm  Credit  Administration.”; 

(b)  by  striking  out  the  period  at  the  end  of  the 
second  sentence  of  paragraph  “Fifth”  and  adding  the 
following :  “ ;  and,  consistent  with  community  standards, 
the  appraisal  may  also  reflect  home  advantages,  and  the 
availability  to  a  typical  operator  of  the  property  of 
earnings  from  other  dependable  sources  to  supplement 
the  normal  earning  power  of  the  farm.” ; 

(c)  by  striking  out  “the  raising  of  livestock” 
wherever  it  appears  in  next  to  the  last  sentence  of  para¬ 
graph  “Sixth”  and  substituting  therefor  “farming  opera¬ 
tions”  and  by  striking  out  of  such  sentence  “Land  Bank 
Commissioner”  and  substituting  therefor  “Farm  Credit 
Administration”;  and 
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(d)  by  striking  out  “$100,000”  from  paragraph 
“Seventh”  and  substituting  therefore  therefor  “$200,- 
000”  and  by  striking  out  of  such  sentence  “but  loans 
to  any  one  borrower  shall  not  exceed  $25,000  unless 
approved  by  the  Land  Bank  Commissioner,”  and  sub¬ 
stituting  “ but  loans  to  any  one  borrower  shall  not 
exceed  $ 100,000  unless  approved  by  the  Farm  Credit 
Administration ,” . 

Sec.  305.  Paragraph  “Nineteenth”  of  section  13  of  the 
Federal  Farm  Loan  Act,  as  amended,  is  amended  by  adding 
at  the  end  thereof  a  new  sentence  as  follows:  “Such  a 
deferment  may  be  permitted  for  other  purposes  for  a  period 
not  exceeding  five  years  under  regulations  prescribed  by  the 
Farm  Credit  Administration.”. 

Sec.  306.  (a)  That  part  of  section  23  of  the  Federal 
Farm  Loan  Act,  as  amended,  which  precedes  the  last 
paragraph,  is  amended  to  read  as  follows:  “Every  Federal 
land  bank  shall  semiannually  carry  to  reserve  account  a 
sum  not  less  than  50  per  centum  of  its  net  earnings  until 
said  reserve  account  shall  show  a  credit  balance  equal  to 
the  outstanding  capital  stock  of  said  land  bank.  After  said 
reserve  is  equal  to  the  outstanding  capital  stock  10  per 
centum  of  the  net  earnings  shall  be  added  thereto  semi¬ 
annually  until  said  reserve  account  shall  show  a  credit  bal- 
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ance  equal  to  150  per  centum  of  the  outstanding  capital  stock 
of  said  land  bank,  and  any  land  bank  having  a  credit  balance 
in  said  reserve  account  in  excess  of  150  per  centum  of  its 
outstanding  eapitol  capital  stock  may  withdraw  such  excess 
from  said  reserve  account  with  the  approval  of  the  Farm 
Credit  Administration.  Whenever  said  reserve  shall  have 
been  impaired  it  shall  be  fully  restored  before  any  dividends 
are  paid. 

“ After  deducting  the  50  per  centum  or  the  10  per 
centum  hereinbefore  directed  to  be  deducted  for  credit  to 
reserve  account,  any  Federal  land  bank  may  declare  a 
dividend  or  dividends  to  shareholders  of  the  whole  or  any 
part  of  the  balance  of  its  net  earnings,  but  only  with  the 
approval  of  the  Farm  Credit  Administration. 

“The  reserves  of  land  banks  shall  be  invested  in  accord¬ 
ance  with  rules  and  regulations  prescribed  by  the  Farm 
Credit  Administration.” 

(b)  The  second  sentence  of  section  24  of  the  Federal 
Farm  Loan  Act,  as  amended,  is  amended  by  striking  out  the 
period  at  the  end  thereof  and  adding  the  following:  “until 
said  reserve  account  shall  show  a  credit  balance  equal  to  50 
per  centum  of  the  outstanding  capital  stock  of  said  associa¬ 
tion,  and  any  association  having  a  credit  balance  in  said  re¬ 
serve  account  in  excess  of  50  per  centum  of  its  outstanding 
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capital  stock  may  withdraw  such  excess  from  said  reserve 
account  with  the  approval  of  the  Farm  Credit  Administra¬ 
tion.”. 

(c)  The  amendments  made  by  (a)  and  (b)  of  this  sec¬ 
tion  shall  become  effective  on  the  next  January  1,  or  July  1 
whichever  first  succeeds  enactment  hereof. 

Sec.  307.  Section  601  (a)  of  the  Department  of  Agri¬ 
culture  Organic  Act  of  1944  is  amended  by  inserting  after 
“Federal  land  banks,”,  the  second  time  it  appears  therein, 
“national  farm  loan  associations,”;  by  striking  out  “joint- 
stock  land  banks,”  wherever  it  appears  therein;  and  by 
striking  out  the  period  at  the  end  thereof  and  inserting 
“,  except  that  the  amounts  apportioned  to  national  farm 
loan  associations  shall  be  assessed  against  and  collected  from 
the  Federal  land  bank  of  the  district  which  may  in  turn  col¬ 
lect  such  amounts  from  the  associations  in  a  manner  approved 
by  the  Farm  Credit  Administration.”. 

TITLE  IV— MISCELLANEOUS  PROVISIONS 
Sect  404-.  Section  n  -fdf  of  the  Farm  Credit  Aet  of 
■1937,  a*  amended-,  is  amended — 

-fa-)-  by  substituting  Adx  months^  for  ‘-three 
months--  -wherever  it  occurs  in  paragraph  -(A)-  thereof : 
and 

-fb)-  by  adding  at  the  end  thereof  a  new 
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Sec.  401.  (a)  Section  3  (b)  of  the  Farm  Credit  Act  of 
1937,  as  amended ,  is  amended  by  changing  the  sixth  sentence 
thereof  to  read  as  follows:  u After  the  date  of  enactment  of 
the  Farm  Credit  Act  of  1993,  no  person  shall  be  eligible  for 
election  or  appointment  to  membership  on  said  Board  if  such 
person  has  within  one  gear  next  preceding  the  commencement 
of  the  term  been  a  salaried  officer  or  employee  of  the  Farm 
Credit  Administration,  or  a  salaried  officer  or  employee  of  an;/ 
corporation  operating  under  the  supervision  of  the  Farm 
Credit  Admi nistration 

(b)  Section  3  (d)  of  the  Farm  Credit  Act  of  1937,  as 
amended,  is  amended — 

(1 )  by  substituting  “ six  months'  for  “three  months" 
wherever  it  occurs  in  paragraph  (2)  thereof;  and 

(2)  by  adding  at  the  end  thereof  a  new  paragraph 
as  follows: 

“(4)  As  directed  by  the  Farm  Credit  Administration, 
the  election  of  a  director  under  section  5  (d)  (2)  by  any 
group  may  be  begun  any  time  within  six  months  before 
the  expiration  of  the  term  of  office  to  which  the  director 
is  to  succeed,  subject  to  the  required  determination  being 
made  as  of  the  date  six  months  before  the  expiration  of 
such  term  of  office  that  a  director  so  elected  by  such  group 
is  to  serve  in  lieu  of  a  district  director  (or  third  district 
director) 
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Sec.  402.  Section  4  of  the  Farm  Credit  Act  of  1953 
is  amended — 

(a)  by  inserting  in  the  first  proviso  in  subsection 
(a)  “all  persons  so  tied  shall  be  considered  designated 
as  nominees”  in  lieu  of  “the  procedure  prescribed  therein 
shall  be  followed  again  until  the  tie  is  broken”; 

(b)  by  inserting  before  the  period  at  the  end  of  the 
second  sentence  of  subsection  (b)  except  that  one  full 
term  of  six  years  shall  be  considered  to  include  an  addi¬ 
tional  four  months  if  the  particular  term  is  one  which 
was  legally  extended  for  an  additional  four  months”; 
and 

(c)  by  adding  the  following  additional  sentence  at 
the  end  of  subsection  (c)  ;  “All  terms  of  office  which 
otherwise  would  expire  on  November  30  of  any  year 
following  enactment  of  this  sentence  Me  -ftVew  4-redti 
Act  of  1955  are  extended  four  months  to  expire  on  the 
following  March  31  so  that  the  term  of  office  of  all 
successor’s  to  the  terms  so  extended  shall  begin  with  the 
first  day  of  April.”. 


Sec.  403.  ( 1 )  If  any  provision  of  this  Act,  or  the  appli¬ 
cation  thereof  to  any  person  or  circumstance,  is  held  invalid, 
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1  the  remainder  of  the  Act,  and  the  application  of  such  pro- 

2  visions  to  other  persons  or  circumstances,  shall  not  be  affected 

3  thereby. 

4  (b)  The  right  to  alter,  amendment,  or  repeal  this  Act  is 


5  hereby  expressly  reserved. 
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CONSIDERATION  OF  H.  R.  5168 


July  6,  1955. — Referred  to  the  House  Calendar  and  ordered  to  be  printed 


Mr.  Thornberry,  from  the  Committee  on  Rules,  submitted  the 

following 

REPORT 

[To  accompany  H.  Res.  298] 

The  Committee  on  Rides,  having  had  under  consideration  House 
Resolution  298,  report  the  same  to  the  House  with  the  recommenda¬ 
tion  that  the  resolution  do  pass. 
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84th  CONGRESS 
1st  Session 


House  Calendar  No.  1 1 3 

H.  RES.  298 

[Report  No.  1069] 


IN  THE  HOUSE  OE  REPRESENTATIVES 

July  6, 1955 

Mr.  Thoknberby,  from  the  Committee  on  Rules,  reported  the  following  reso¬ 
lution;  which  was  referred  to  the  House  Calendar  and  ordered  to  be 
printed 


RESOLUTION 

1  Resolved,  That  upon  the  adoption  of  this  resolution  it 

2  shall  be  in  order  to  move  that  the  House  resolve  itself  into 

3  the  Committee  of  the  Whole  House  on  the  State  of  the  Union 

4  for  the  consideration  of  the  bill  (H.  R.  5168)  to  provide  for 

5  retirement  of  the  Government  capital  in  certain  institutions 

6  operating  under  the  supervision  of  the  Farm  Credit  Admin- 

7  istration;  to  increase  borrower  participation  in  the  manage- 

8  ment  and  control  of  the  Federal  Farm  Credit  System;  and 

9  for  other  purposes.  After  general  debate,  which  shall  he 

10  confined  to  the  bill,  and  shall  continue  not  to  exceed  one  hour, 

11  to  be  equally  divided  and  controlled  by  the  chairman  and 

12  ranking  minority  member  of  the  Committee  on  Agriculture, 


Y 


2 


\ 


1  the  bill  shall  be  read  for  amendment  under  the  five-minute 

2  rule.  At  the  conclusion  of  the  consideration  of  the  bill  for 

3  amendment,  the  Committee  shall  rise  and  report  the  bill 

4  to  the  House  with  such  amendments  as  may  have  been 

5  adopted,  and  the  previous  question  shall  be  considered  as 

6  ordered  on  the  bill  and  amendments  thereto  to  final  passage 

7  without  intervening  motion  except  one  motion  to  recommit. 
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foiNeach  of  the  critical  target  areas  during  tine  of  danger.  The  coinmitj/fee 
report  states?  "The  Committee  has  not  approved  the  budget  estimate  of 
v3,05Qt>00  for  financing  delegations  of  authority  made  by  the  Federal  .Civil 
Defense\Administration  to  six  different  departments  and  agencies.  Similar 
amounts  tyere  denied  previously  in  the  regular  budget  submissions  of  some 
of  the  ag^icies  represented. . .the  Committee  can  see  no  sufficient  /difference 
from  the  normal  programs  and  responsibilities  of  the  agencies  concerned  to 
warrant  extra,  appropriations.  Each  agency  already  has  primary,  responsibility 
in  the  fields 'of  delegated  authority  and  civil  defense  features  can  be  inte¬ 
grated  into  regular  operations  just  as  is  the  case  in  the  Department  of  Agri¬ 
culture  where  no  additional  funds  are  reauested,  and  as  mepiy  of  the  same 
agencies  are  already  doing  with  defense  mobilization  activities." 

GSA  expenses  in  connection  with  the  buildings  lease-purchase  program, 

(A5, 000, 000.  - 

Moving  and  space  costs  of  GSA  in  connection  with  relocation  of  warehouse 
management  and  other  employees  into  office  space  irg'the  regional  warehouses 
where  they  will  occupy  less  costly  space  and  be  more  closely  situated  to 
operations,  ^300,000.  \ 

Authority  for  the  "str$.tegi-c  and  critical  materials"  appropriation  to 
be  used  for  costs  in  connection  with  strategic  materials  purchased  with  for- 
eign  currencies  under  the  Agricultural  Trade'  Development  and  Assistance  Act 

of  195h* 

Prohibition  against  use  of  iny  money'for  construction  of  transmission 
facilities  to  connect  with  the  Disbon-Yates  generating  plant. 

Claims,  audited  claims,  and  judgments  against  the  U.  S.,  various  amounts 
The  committee  report  states  that;  "the  Committee  considered  language 
proposed. . .for  establishment  of  a  working  capital  fund"  for  the  Forest  Ser¬ 
vice  "but  disapproves  the  proposal/  at  this  time,  pending  a  further  studyVr 
The  report  includes  the  following  statement:  "During  hearings  on  the 
Independent  Offices  Appropriation  Act  for  195&  the  need  for  a  Government-wide 
air  conditioning  program  was  thoroughly  developed  and  at  that  time  it  was 
suggested  to  the  General  Services  Administration  that  they  work  out  a  compre¬ 
hensive  plan  for  air  conditioning  those  Federd-1  buildings  throughout  the 
United  States  that  require  it,  and  that  the  matter  be  carefully  prepared  and 
presented  through  the  Buheau  of  the  Budget  next  year  so  consideration  can  be 
given  by  the  Committee  for  a  program  to  be  started,  during  fiscal  year  1957* 
The  Committee  doubts  the  advisability  of  accomplishing  air  conditioning  of 
buildings  on  a  piecemeal  basis  for  the  reason  that  it  is  more  satisfactory 
and  less  costly  over  a  period  of  years  to  follow  an  overly  program." 

Considered  the  conference  reoort  on  H.  R.  6766,  the\oublic  works  appro¬ 
priation  billy/which  contains  funds  for  the  Atomic  Energy  Commissi  on, 
Tennessee  Valley  Authority,  certain  agencies  of  the  Interio/  Department,  and 
civil  functions  of  the  Army;  but  deferred  a  vote  on  the  conference  report 
until  Wed./,"  July  13  (pp.  8858-67). 

FOREIGN  i’RADE;  SURPLUS  COMMODITIES.  Both  Houses  received  the  secdnd  progress 
report/ on  activities  carried  on  under  Public  Law  1^80,  83rd  CongreS^  (H.  Doc, 
2l6)/(pp.  8827,  8857-8). 


5«  FARM  CREDIT.  Passed  as  reported  H.  R.  5168,  providing  for  retirement  of  the 
Government  capital  in  certain  institutions  operating  under  the  supervision 
of  the  Farm  Credit  Administration,  increasing  borrower  participation  in  the 
management  and  control  of  the  Farm  Credit  system,  etc.  (pp.  6868-77) • 


SSONNELo  The  Pest  Office  and  Civil  Service  Committee  reported  with  amei>d- 
mt  the  following  bills:  S.  10i;l,  providing  for  the  inclusion  in  computa¬ 
tion  of  retirement  certain  State  service  rendered  (H«  Kept.  1127);  S»/1792.> 
to  Amend  the  Federal  Employees'  Group  Life  Insurance  Act,  195U  (2*  Rapt. 

1128) R*  6590 j  to  prohibit  employment  by  the  Federal  Government^  of  persons 
disloyal  to  the  United  States  or  who  believe  in  the  right  to  strike  against 
the  United  States  (K.  Kept.  1152)  (p.  8906). 


FOOD  AND  DRUG.*  Reoe  Sullivan  urged  consideration  of  her  prooO/Sal  to  increase 
appropriation?  for  the  Food  and  Drug  Administration  in  order  to  increase  its 
efficiency  and.Xeff ectiveness  (pp*  8877”9)» 


8*  RECLAMATION*  Ren •■Thomson,  Wyo*,  defended  the  reclamation  program  as  being 


12, 


13. 


15. 


relatively  economical  and  contributive  to  the  agricultural  wellbeing  of  the 


Nation  (pp*  8867-8)* 


/ 


FOREIGN  AID*  Several  Representatives  discussed  American  Foreign  policy*  Rep* 
Knutson  urged  consideration  of  an  international  agricultural  products  reserve 
plan  (pp*  8880-8901)*  / 


X 


X 


10.  PENALTY  MAIL.  The  Post  Off ice  and  Civil  Service  Committee  reported  with out 

amendment  H.  R.  585&>  "to  repeal  the  requirement  for  heads  of  departments  and 
agencies  to  report  to  the  Postmaster  General  the  number  of  penalty  envelopes 
and  wrappers  on  hand  at  the  close  of  each  fiscal  year  (H*  Rept*  1129)  (o* 
8906).  \  ' 


X 


11.  INCOME  TAX*  The  Mays  and  Means  Committee  ordered  reported  H*  R»  b73^»  to  a^end 
the  Internal  Revenue  Code  concerning  capital  gains  and  losses  on  sale  of  land 
with  unharvested  crop  (p.  D696). 


LEGISLATIVE  PROGRAM.  The  "Daily  Digest"  states  that  on  Wed*,  July  13,  "the 
House  mil  vote  on  the  adoption  of  the  conferfejice  report  on  H.  R*  6766,  the 
public  works  appropriation  bill (p*  D693)' 


/ 


SENATE 


c 


BONDING  EMPLOYEES.  The  Post  Office  and  Civil  Service 'Committee  reported  mth 
amendment  H.  R.  i+778,  to  provide  for  the  purchase  of  bonds  to  cover  post¬ 
masters,  officers,  and  emoloyees  of  the  Post  Office  Department  and  mail  clerks 
of  the  Armed  Forces  (S.  Rent*  827)  (p*  8829)*  The  "Daily\Digest"  states  that 
the  amendment  would  cover  all  Federal  employees  (o*  D692) 


ill.  D/MIGRATION*  Sen*  Kennedy  inserted  four  newspaper  editorials\liscussing  the 


resolution  he  introduced  to  establish  a  bipartisan  commission  t> 
immigration  and  naturalization  policies  (pp.  8835-6)* 


review  the 


/ 


FOREIGN  AID.  Sen.  Carlson  commended  individuals  and  organizations  that  raise 
money/for  foreign  aid,  and  discussed  the  amount  of  surplus  commodities  pur¬ 
chased  by  the  Church  World  Services  (p*  8832)* 

/ 

DS.  The  Interior  and  Insular  Affairs  Committee  ordered  reported  H.  R.  h89Uj 
ich  would  repeal  certain  obsolete  laws  relating  to  disposals  of  land  unde} 
the  timber  and  stone  laws,  and  H.  R.  605,  which  would  abolish  the  80-rod  res) 
vation  of  public  ownership  between  public  land  claims  located  on  shore  waters 
in  Alaska  (p*  D69I) • 
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when  they  let  the  contract  to  somebody 
to  ate  that  canal  40  feet.  You  had  one 
up  there  for  30  years  of  25  feet  and  no¬ 
body  u^d  it.  It  refilled  itself  up  to  8 
feet.  Tnese  8,400  industries  you  are 
talking  ab^ut  never  used  that  channel. 
Not  one  of  tl^em  used  it  in  30  years.  No¬ 
body  used  tire  25-foot  canal.  All  of  a 
sudden  you  arXgoing  to  use  the  40-foot 
canal.  The  Army  engineers  said  that 
the  only  one,  thaiis,  the  only  industry 
that  was  going  t<\benefit  100  percent 
was  United  States  Sutefi. 

Mr.  BARRETT.  Mr.  Speaker,  will 
the  gentleman  yield  fubfher? 

Mr.  KIRWAN.  I  yielc 

Mr.  BARRETT.  Does  ri^t  the  gentle¬ 
man  agree  that  there  are  8)t00  different 
industries  along  the  banks  o\the  Dela¬ 
ware  River? 

Mr.  KIRWAN.  What  does  theNgentle- 
man  want  to  know? 

Mr.  BARRETT.  Is  it  not  true, Vs  I 
mentioned  here  on  the  floor,  that  e\\ry 
piece  of  legislation  that  is  enacted  on  this 
floor  involves  someone  getting  greater 
benefit  than  someone  else? 

Mr.  KIRWAN.  Somebody  may,  but 
the  Army  engineers  said  that  the  only 
one  in  this  case  was  United  States  Steel. 

Mr.  SCOTT.  Mr.  Speaker,  will  the 
gentleman  yield  for  a  correction? 

Mr.  KIRWAN.  No,  the  record  contains 
what  the  Army  engineers  said.  It  is  in 
the  record  here. 

Mr.  SCOTT.  I  just  wanted  the  gentle¬ 
man  to  know  that  that  statement  is  not 
correct. 

Mr.  KIRWAN.  The  Army  engineers 
testified  before  the  committee  which  I 
happen  to  be  on.  On  the  35-foot  chan¬ 
nel,  perhaps,  some  would  benefit  85  per¬ 
cent,  but  on  the  40-foot  channel  there  is 
only  one  company  that  would  get  100 
percent  benefit  out  of  it. 

Mr.  SCOTT.  Has  the  gentleman  for¬ 
gotten  the  United  States  Gypsum  Co., 
and  the  Kopper’s  Coke  Co.  and  some 
other  companies? 

Mr.  KIRWAN.  Mr.  Speaker,  I  am  here 
today  asking  the  Members  of  Congress 
not  to  vote  to  recommit  this.  If  the  only 
thing  they  are  hollering  about  is  the  Del¬ 
aware  River  canal,  let  them  take  it  ne> 
year  to  the  House  committee  and  h^ld 
proper  hearings  on  it.  Let  them  d 6  as 
the  President  suggested.  Let  them  go 
through  all  of  that  and,  if  th<y  House 
works  its  will  and  we  want /them  to 
dredge  the  Delaware  River,  t#en  that  is 
fine.  Then  let  it  go  over  to  the  other 
body.  But,  do  not  let  it  do  over  there 
calling  for  a  35-foot  cha/mel.  Local  in¬ 
terests  were  supposed  to  pay  $18  million 
which  they  were  satisfied  to  pay,  and 
then  over  in  the  other  body  they  tacked 
a  rider  on  it  making  it  a  40-foot  channel 
and  the  local  people  did  not  have  to  pay 
any  money.  D 6  not  vote  to  recommit  a 
bill  for  something  like  that. 

The  SPEAKER.  The  time  of  the  gen¬ 
tleman  from  Ohio  has  expired. 

Mr.  CANNON.  Mr.  Speaker,  I  yield  3 
minute/  to  the  gentleman  from  Minne¬ 
sota  Air.  H.  Carl  Andersen]. 

<ldr.  H.  CARL  ANDERSEN  asked  and 
wj(s  give  permission  to  revise  and  extend 
remarks.) 


[Mr.  H.  CARL  ANDERSEN  addressed 
the  House.  His  remarks  will  appear 
hereafter  in  the  Appendix.] 

Mr.  REES  of  Kansas.  Mr.  Speaker, 
first  I  would  have  it  understood  that  I 
am  not  opposed  to  all  the  items  in  this 
proposed  legislation.  Most  of  them,  in 
my  opinion,  should  be  supported.  I  feel 
constrained,  however,  to  vote  against  the 
report  on  the  ground  that  so  many  items 
in  the  measure  were  not  approved — in 
fact,  not  even  considered — by  the  Bu¬ 
reau  of  the  Budget. 

I  hope  that  by  sending  the  bill  back 
to  the  committee  some  of  the  items  con¬ 
tained  in  this  legislation,  and  not  ap¬ 
proved  by  the  Bureau  of  the  Budget,  may 
be  eliminated. 

We  are  advised  by  the  Appropriations 
Committee  that  expenditures  amounting 
to  $400  million  are  included  in  this  bill 
for  the  purpose  of  starting  projects  lo¬ 
cated  in  various  places  across  the  coun¬ 
try.  These  items  which  have  been  dis¬ 
cussed  on  the  floor  today  do  not  have 
.  the  approval  of  the  Bureau  of  the/ 
budget.  The  thing  that  makes  the 
action  a  little  more  serious  is  the  Met 
that  spending  the  additional  $400,4nil- 
lion’'not  approved  by  the  Budget  Bureau 
will  m^an  a  total  and  final  expenditure 
of  mordxthan  $2  billion  when  joch  proj¬ 
ects  are  bompleted. 

It  seems\to  me  that  sinc^  the  Appro¬ 
priations  Committee  of  the  House  has 
been  rather  liberal  in  supporting  legis¬ 
lation  approve*}  by  the  Bureau  of  the 
Budget,  we  should  nqr  include  additional 
appropriations  foiNbtfg  projects  that  have 
not  really  been  {ufamined  nor  approved 
by  the  Bureau  qr  thekBudget. 

Voting  the  ytonference  report  down 
does  not  kip'  the  bill,  ‘but  it  will  give 
the  confei'ence  committee  another 
chance  to/fook  the  situation  over  with  a 
view  of /trimming  out  at  least  some  of 
the  items  not  supported  by  me  Budget 
Burefui.  \ 

(r.  CANNON.  Mr.  Speaker, -I  move 
thf§  previous  question  on  the  conference 
Import.  \ 

The  previous  question  was  ordereck 

The  SPEAKER.  The  question  is  on  tn^ 
conference  report.  \ 

Mr.  DAVIS  of  Wisconsin.  Mr.  Speak-  ■ 
er,  on  that  I  ask  for  the  yeas  and  nays. 

The  SPEAKER.  If  we  delay  this  mat¬ 
ter  until  tomorrow,  it  may  be  rather  an 
embarrassing  situation  for  the  White 
House  and  others. 

Mr.  DAVIS  of  Wisconsin.  Mr.  Speak¬ 
er,  I  believe  that  under  all  the  circum¬ 
stances  I  must  insist  on  the  request. 

Mr.  McCORMACK.  Mr.  Speaker,  I 
ask  unanimous  consent,  in  accordance 
with  the  promise  made  to  the  House, 
that  further  consideration  of  this  con¬ 
ference  report  be  postponed  until  to¬ 
morrow. 

The  SPEAKER.  Is  there  objection? 

There  was  no  objection. 


have  permission  to  revise  and  extejjfi 
their  remarks. 

The  SPEAKER.  Is  there  object./n  to 
the  request  of  the  gentleman  frojn.  Mis¬ 
souri? 

There  was  no  objection. 

the  reclamation  Program 


GENERAL  LEAVE  TO  EXTEND 

Mr.  CANNON.  Mr.  Speaker,  I  ask 
unanimous  consent  that  all  Members 
who  spoke  on  the  conference  report  may 


(Mr.  THOMSON  of /Wyoming  asked 
and  was  given  permission  to  extend  his 
remarks  at  this  point" in  the  Record.) 

Mr.  THOMSON1  of  Wyoming.  Mr. 
Speaker,  I  think /that  here  and  now  we 
should  clear  up/two  apparent  basic  mis¬ 
conceptions  that  exist  concerning  the 
reclamation. ^program. 

In  the  pfst  place,  some  people  would 
lead  us  to  believe  that  the  reclamation 
prograpf  is  an  expensive  program  to  the 
taxpayers  that  threatens  to  bankrupt  the 
United  States.  The  facts  are  that  from 
th,e  beginning  of  the  reclamation  pro¬ 
gram  under  Theodore  Roosevelt,  to  June 
,  30,  1952,  which  is  the  last  year  for  which 
I  have  complete  figures,  the  total  ex¬ 
penditures  on  reclamation  by  the  Fed¬ 
eral  Government  in  the  17  Western 
States  has  been  less  than  $2,159,000,000. 
Of  this  amount  $1,924,000,000  is  reim¬ 
bursable  to  the  Federal  Government.  In 
other  words,  only  $235  million  is  not  re¬ 
paid  to  the  Treasury  principally  because 
of  nonreimbursable  benefits  such  as  flood 
control,  recreation,  and  fish  and  wildlife 
benefits.  The  total  amount  expended 
on  reclamation  through  the  cui'rent 
fiscal  year  ending  June  30,  1955,  will  be, 
as  per  best  estimates,  $2%  billion,  of 
which  all  but  about  $250  million  is  reim¬ 
bursable.  Compare  this  with  the  for¬ 
eign-aid  program  to  which  the  House 
added  $2,700,000,000  yesterday  to  pro¬ 
vide  total  unexpended  balances  of  over 
$11  billion. 

The  second  misconception  which  some 
people  would  leave  with  us  is  that  our 
reclamation  program  accounts  for  our 
agricultural  surpluses.  That  simply  is 
not  the  fact.  Surplus  products  which 
apparently  concern  us  are  the  basic  com¬ 
modities  of  wheat,  corn,  cotton,  rice,  to¬ 
bacco  and  peanuts.  From  personal  ob¬ 
servation,  I  do  not  believe  that  there  are 
any  of  these  commodities  moving  into 
vernment  surplus  from  the  reclama- 
ti&p  projects  of  my  State.  The  amount 
of  Surplus  commodities  from  reclama¬ 
tion  projects  would  be  negligible,  in  my 
opinion,  except  in  one  instance.  In  cer¬ 
tain  areas  of  California  and  Arizona, 
cotton  isgrown  on  reclamation  projects 
and  undoubtedly  some  of  this  moves  into 
Government\surplus.  In  my  State  and 
surrounding  b>rea,  the  fact  is  that  the 
reclamation  projects  are  used  to  raise 
nonsurplus  cropland  crops  to  stabilize 
our  livestock  econorny.  In  the  past  year, 
the  Federal  Government  spent  over 
$650,000  in  my  State  alone  to  allevi¬ 
ate  serious  drought  “conditions.  This 
did  not  remove  the  effect,  of  the  drought, 
it  merely  minimized  it  by  assisting  in 
providing  winter  feed  for  carrying  over 
breeding  herds.  Economically  speaking, 
this  could  be  said  to  be  monej\down  the 
drain.  With  reclamation  projects  under 
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an  adequate  water  storage  program  we 
can  solve  the  problem  much  better.  In 
addition  to  that,  the  additional  income 
tax  frorh  these  reclamation  projects  is 
income  tckthe  Federal  Government  in¬ 
stead  of  output.  As  a  matter  of  fact,  a 
study  of  representative  reclamation 
projects  recently, showed  that  the  Feder¬ 
al  Government  very  quickly  recovers 
in  a  matter  of  a  fewNyears  the  entire  cost 
of  the  project  front ■ additional  income 
taxes  alone. 

Our  whole  domesticX  public  works 
program  is  here  put  under  afcttack  as  being 
irresponsible  spending.  As'  the  gentle¬ 
man  from  Minnesota  has  so  a  fitly  stated, 
I  cannot  see  how  some  people  dan  have 
this  great  concern  over  this  public-  works 
program  and  its  effect  upon  the  Treas¬ 
ury,  and,  at  the  same  time,  have  sup¬ 
ported  the  appropriation  made  yesteiN 


V 


day  for  foreign  aid.  It  is  my  under¬ 
standing  that  since  1947  for  foreign  aid, 
under  one  name  or  another,  we  have  ap¬ 
propriated  over  $50  billion.  None  of  this 
will  be  reimbursed.  According  to  the 
figures  furnished  to  me  by  the  Interior 
Committee  of  the  House,  as  of  June  30, 
1952,  our  total  expenditures  by  the  Corps 
of  Engineers — flood  control,  rivers  and 
harbors,  and  so  forth — the  Bureau  of 
Reclamation,  Southwestern  Power  Ad¬ 
ministration,  Southeastern  Power  Ad¬ 
ministration,  Bonneville  Power  Adminis¬ 
tration,  and  Tennessee  Valley  Adminis¬ 
tration,  amount  to  less  than  $11  billion. 
As  I  have  already  stated,  a  substantial 
portion  of  this,  particularly  as  concerns 
reclamation,  is  reimbursable.  For  the 
information  of  the  House,  the  figures  for 
this  by  States,  and  by  purpose  are  as  fol¬ 
lows: 


Federal  expenditures,  by  States,  on  water  conservation  and  control  projects  ( 1848  to 
June  30,  1952)  with  estimated  repayable,  and  nonreimbursable  amounts 


Alabama _ 

Arizona _ 

Arkausas _ 

California _ 

Colorado _ 

Connecticut _ 

Delaware _ 

District  of  Columbia. 

Florida _ 

Georgia _ 

Idaho _ 

Illinois _ _ _ 

Indiana _ 

Iowa _ 

Kansas _ 

Kentucky _ 

Louisiana _ 

Maine _ ... 

Maryland _ 

Massachusetts _ 

Michigan _ 

Minnesota _ 

Mississippi _ 

Missouri _ 

Montana... _ 

Nebraska _ 

Nevada _ 

New  Hampshire _ 

New  Jersey _ 

New  Mexico _ 

New  York _ 

North  Carolina _ 

North  Dakota _ 

Ohio _ 

Oklahoma. 

Oregon. 
Pennsylvania. 

Rhode  Island. 

South  Carolina. 

South  Dakota. 
Tennessee  . 

Texas.. 

Utah. 

Vermont. 

Virginia. 

Washington . 

West  Virginia. 
Wisconsin. 

Wyoming. 


Total . .  10,935,  723,443 


1  Represents  expenditures  by  Corps  of  Engineers,  Bureau  of  Reclamation,  Southxvestern  Power  Administration 
Southeastern  I’oweyAdministration,  Bonneville  Power  Administration,  and  Tennessee  Valley  Administration  ’ 

2  Includes  Bureau  of  Reclamation,  Southwestern  Power  Administration,  Southeastern  Power  Administration 
Bonneville  Power  Administration,  and  Tennessee  Power  Administration.  Corps  of  Engineers  data  not  available, 

Breakdown  of  total  expenditures  and  total  repayable 


- - - - - - - - - - - 

Expenditures 

Repayable 

Corjik  of  Engineers . 

$7,  245, 017,  000 
2, 158,  185,  988 
51,  100 
20, 162,  924 
246,  977,  979 

Bureau  of  Reclamation _ 

$1,  923,  985, 655 

Southeastern  Power  Administration..  . 

^Southwestern  Power  Administration _ 

Bonneville  Power  Administration  .. 

246,  977,  979 

TVA . .  . . . - 

HOUSE  MEMBERS  OF  CONGRES¬ 
SIONAL  DELEGATION  TO  ATTEND 
NATO  PARLIAMENTARY /CONFER¬ 
ENCE 

The  SPEAKER.  Pursuant  to  the  pro¬ 
visions  of  House  Resolution  109,  84th 
Congress,  the  Chair  appoints  as  members 
of  the  congressional^  delegation  to  at¬ 
tend  the  North  Atlantic  Treaty  Organi¬ 
zation  ParliameHtary  Conference  in 
Paris  in  July  1955,  on  the  part  of  the 
House  MessrSj/HAYS  of  Ohio,  Smith  of 
Mississippi,  Anfuso,  Johnson  of  Cali¬ 
fornia,  Crumpacker,  and  Becker. 


\ 

Expenditures  to 
Jikje  30,  1952  ‘ 

Repayable  2 

Nonrepayable 

$366>385, 923 

$181,108,238 

$185,  277, 685 

239, 4X8,  747 

234,341, 141 

/  5,  097,  606 

422,  465^047 

4,281,647 

/  418,183,400 

853,  687,  9W 

395,  036,  859 

'  458, 651, 055 

195,  289,  98\ 

144,  338, 144/ 

50,  951,841 

35,  442, 100 

V. . 

35,  442, 100 

50,  296,  900 

50,  296, 900 

8,  910,  583 

\  u<283 

8, 863, 300 

160, 675,  000 

.....V./... 

160, 675,000 

146,  715,138 

MI06, 003 

137,  709, 135 

119,285,823 

81,1X0,272 

38, 165,  551 

338,  992,  500 

_ / _ \ _ 

338, 992,  500 

77, 896,  500 

.7 _ \  . 

77,  896,  500 

122,  280,  500 

122,  280,  500 

99,386,570. 

'  10, 156, 176v> 

,  89,  230,  394 

421,  659,  ll/ 

119,  544,  678 

\  302,114,436 

593, 870,  2m) 

\  593,  870,  200 

13,  818/000 

\13,  818,  000 

58,  8$0,  000 

NJ,  880,  000 

105,  845,  300 

105S&45,  300 

186;  214, 000 

186,  214,  000 

g5,  007,  700 

55,  00\700 

/290,  598,  563 

15,  877,  217 

274,  721,  346 

/  360,  735,  723 

3, 192,  723 

357,  543,  (KB- 

/  301,  276,  320 

136,  729,  663 

614,  546,  657 

/  169, 109,  566 

51,  986,  753 

117, 122,  813 

f  101.  195,  758 

100,  640,  338 

555,  420 

14,  422,  300 

14,  422,  300 

127,  409,  900 

127,  409,  900 

61,  046,  512 

34,  314.  901 

26,731,611 

296,  384,  400 

296,  384,  400 

153,  860,  240 

52.  993,014 

100,  867,  226 

160,  568,  620 

21,913,  800 

138,  654,  820 

225,  965,  100 

225,  965, 100 

165,  851,  410 

15, 157,880 

150,  693,  530 

473,  019,  080 

111,919,337 

361,  099,  743 

323,  865,  900 

323,  865,  900 

15,  236,  200 

15,  236,  200 

71,  908.  GOO 

51, 100 

71,  857,  500 

144,  058,  885 

29,  507,  485 

114,  551,  400 

897,  901,  837 

544,  041,  860 

353,  859,  977 

386,  093,  521 

8,  938,  199 

377,  155,  322 

46,  452,  206 

44,  055,  659 

2,  396,  607 

14,  082,  200 

14,  082,  200 

140,762,337 

1,  704,  829 

139,  057,  508 

893,  140,  391 

639,  702,  451 

253,  437.  940 

177,  616,  900 

177,  616,  900 

114,  045,300 

114.  045,  300 

136,  972,  070 

123,  745,  847 

13,  226,  223 

10,  935,  723,  443 

3, 115,  453,  497 

7,  820,  269,  946 

FARM  CREDIT  ACT  OF  1955 

Mr.  BOLLING.  Mr.  Speaker,  by  di¬ 
rection  of  the  Committee  on  Rules  I 
call  up  House  Resolution  298  and  ask  for 
its  immediate  consideration. 

The  Clerk  read  the  resolution,  as  fol¬ 
lows: 

Resolved,  That  upon  the  adoption  of  this 
resolution  it  shall  be  in  order  to  move  that 
the  House  resolve  itself  into  the  Committee 
of  the  Whole  House  on  the  State  of  the 
Union  for  the  consideration  of  the  bill  (H.  R. 
5168)  to  provide  for  retirement  of  the  Gov¬ 
ernment  capital  in  certain  institutions  op¬ 
erating  under  the  supervision  of  the  Farm 
Credit  Administration;  to  increase  borrower 
participation  in  the  management  and  con¬ 
trol  of  the  Federal  Farm  Credit  System;  and 
for  other  purposes.  After  general  debate, 
which  shall  be  confined  to  the  bill,  and  shall 
continue  not  to  exceed  one  hour,  to  be 
equally  divided  and  controlled  by  the  chair¬ 
man  and  ranking  minority  member  of  the 
Committee  on  Agriculture,  the  bill  shall  be 
read  for  amendment  under  the  five-minute 
rule.  At  the  conclusion  of  the  consideration 
of  the  bill  for  amendment,  the  Committee 
shall  rise  and  report  the  bill  to  the  House 
with  such  amendments  as  may  have  been 
adopted,  and  the  previous  question  shall  be 
considered  as  ordered  on  the  bill  and  amend¬ 
ments  thereto  to  final  passage  without  in¬ 
tervening  motion  except  one  motion  to  re¬ 
commit. 

Mr.  BOLLING.  Mr.  Speaker,  I  yield 
30  minutes  to  the  gentleman  from  Ore¬ 
gon  [Mr.  Ellsworth],  and  to  myself 
such  time  as  I  may  use. 

Mr.  Speaker,  this  resolution  provides 
for  the  consideration  under  an  open  rule 
with  1  hour  of  general  debate  of  the  bill 
H.  R.  5168. 

I  have  no  requests  for  time. 

Mr.  ELLSWORTH.  Mr.  Speaker,  the 
bill  made  in  order  by  the  pending  reso¬ 
lution  is  H.  R.  5168,  to  provide  for  the 
retirement  of  Government  capital  in  cer¬ 
tain  institutions  operating  under  the 
provisions  of  the  Farm  Credit  Admin¬ 
istration,  to  increase  borrower  partici¬ 
pation  in  the  management  and  control 
of  the  Federal  farm  credit  system,  and 
for  other  purposes. 

Mr.  Speaker,  at  the  hearing  held  by 
the  Rules  Committee  it  was  revealed  that 
in  the  early  consideration  of  the  bill  by 
the  Committee  on  Agriculture  there  was 
some  opposition  to  certain  sections.  The 
Committee  on  Rules  was  told  that  the 
bill  as  amended  and  reported  to  the 
House  by  the  Committee  on  Agriculture 
in  almost  all  respects  meets  the  objec¬ 
tions  raised  to  it. 
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The  resolution  (H.  Res.  298)  was  re¬ 
ported  unanimously  by  the  Rules  Com¬ 
mittee.  I  believe  the  resolution  should 
be  adopted. 

Mr.  Speaker,  I  yield  back  the  balance 
of  my  time. 

Mr.  EDMONDSON.  Mr.  Speaker,  I 
move  the  previous  on  the  resolution. 

The  previous  question  was  ordered. 

The  resolution  was  agreed  to. 

Mr.  COOLEY.  Mr.  Speaker,  I  move 
that  the  House  resolve  itself  into  the 
Committee  of  the  Whole  House  on  the 
State  of  the  Union  for  the  consideration 
of  the  bill  (H.  R.  5168)  to  provide  for 
the  retirement  of  Government  capital  in 
certain  institutions  operating  under  the 
provisions  of  the  Farm  Credit  Admin¬ 
istration,  to  increase  borrower  participa¬ 
tion  in  the  management  and  control  of 
the  Federal  Farm  Credit  System,  and 
for  other  purposes. 

The  motion  was  agreed  to. 

Accordingly  the  House  resolved  itself 
into  the  Committee  of  the  Whole  House 
on  the  State  of  the  Union  for  the  con¬ 
sideration  the  bill  H.  R.  5168,  with  Mr. 
Price  in  the  chair. 

The  Clerk  read  the  title  of  the  bill. 

By  unanimous  consent,  the  first  read¬ 
ing  of  the  bill  was  dispensed  with. 

The  CHAIRMAN.  Under  the  rule,  the 
gentleman  from  North  Carolina  [Mr. 
Cooley]  will  be  recognized  for  30  min¬ 
utes,  and  the  gentleman  from  Kansas 
[Mr.  Hope]  will  be  recognized  for  30 
minutes.  The  Chair  recognizes  the  gen¬ 
tleman  from  North  Carolina  [Mr. 
Cooley]. 

Mr.  COOLEY.  Mr.  Chairman,  I  yield 
15  minutes  to  the  gentleman  from  Texas 
[Mr.  Poage], 

Mr.  POAGE.  Mr.  Chairman,  the  bill 
we  have  before  us  does  part  of  the  job 
of  reorganizing  the  Farm  Credit  Admin¬ 
istration.  I  will  understand  it  if  Mem¬ 
bers  feel  that  we  come  in  here  and  ask 
for  reorganization  of  the  Farm  Credit 
Administration  each  and  every  year. 
This  is  not  quite  the  case,  but  you  can¬ 
not  be  blamed  for  that  feeling.  There¬ 
fore,  I  think  it  might  be  well  to  go  back 
and  give  a  little  history  of  the  Farm 
Credit  Administration. 

The  Farm  Credit  Administration 
grows  out  of  the  several  farm  credit 
institutions  that  have  been  established 
by  the  Congress  over  a  period  of  years. 
The  oldest  of  these  is  the  land  bank 
system  established  in  1916.  Then  we 
had  established  at  later  dates  the  co¬ 
operative  credit  system,  then  we  had 
the  production  credit  system.  Each  of 
those  were  at  one  time  separate  institu¬ 
tions.  They  were  finally  consolidated 
and  for  a  long  period  of  time  were  un¬ 
der  the  supervision  of  the  Department 
of  Agriculture. 

The  borrowers  of  those  various  agen¬ 
cies  gradually  began  to  feel  they  wanted 
to  be  considered  an  independent  agen¬ 
cy.  A  little  over  a  year  ago  the  Con¬ 
gress  gave  them  an  independent  agency 
under  the  control  of  a  board  appointed 
by  the  President,  representing  12  re¬ 
gions.  That  board  in  turn  elects  what 
is  known  as  the  Governor  of  the  Farm 
Credit  Administration.  The  Governor 
is  the  administrative  officer  of  the  sys¬ 
tem. 


In  the  system  we  find  the  real  estate 
or  the  long-time  credit  system  which  is 
made  of  the  land  banks,  of  which  there 
are  12,  1  in  each  region.  They  were 
originally  established  with  Government 
capital.  These  land  banks  in  turn  are 
owned  by  the  national  farm  loan  as¬ 
sociations  which  are  scattered  all  over 
the  country.  You  do  not  find  1  in  every 
county  but  on  an  average  you  will  find 
that  there  is  more  than  1  in  each  con¬ 
gressional  district.  They  are  farmer  co¬ 
operatives.  They  own  the  land  banks. 
The  land  banks  are  now  wholly  owned  by 
the  national  farm  loan  associations.  The 
Government  has  been  repaid.  The  na¬ 
tional  farm  loan  associations  in  turn  are 
wholly  owned  by  their  borrowers.  So 
that  the  real-estate  credit  is  wholly 
farmer  owned  as  of  today.  There  is  no 
Government  capital  in  the  land  bank 
system. 

Mr.  MAHON.  Mr.  Chairman,  will  the 
gentleman  yield? 

Mr.  POAGE.  I  yield  to  the  gentleman 
from  Texas. 

Mr.  MAHON.  In  my  opinion  the  gen¬ 
tleman  from  Texas  is  the  best  informed 
Member  of  the  House  in  the  field  of 
agricultural  credit.  I  want  to  commend 
him  for  the  clarity  of  his  remarks.  I 
hope  he  will  give  a  full  discussion  of  all 
problems  related  to  this  bill.  This  would 
be  helpful  to  the  Members  of  the  House 
and  to  the  public  generally. 

Mr.  POAGE.  I  thank  the  gentleman. 
I  think  it  is  clear  that  the  land  bank 
system  is  farmer  owned,  there  is  not  any 
Government  capital  involved,  although 
originally  in  1916  the  Government  put 
up  all  of  the  capital.  But  that  has  all 
been  retired.  The  borrowers  now  own 
the  land  bank  system. 

Probably  next  in  order  of  organiza¬ 
tion  was  the  production  credit  system, 
although  there  was  a  cooperative  credit 
system  established  even  prior  to  that 
time,  but  as  we  know  it  now,  the  produc¬ 
tion  credit  system  is  the  next  in  order  of 
time. 

The  production  credit  system  involves 
that  system  which  provides  credit  for  a 
relatively  short  time,  or  for  what  we 
might  call  and  it  is  called  in  the  case  of 
the  banks,  intermediate  credit.  That  is 
not  simply  a  30-  or  60-day  credit,  but  a 
credit  that  involves  the  making  of  a  crop 
or  possibly  the  maturing  and  selling  of  a 
herd  of  cattle.  It  involves  credit  for 
stocking  a  ranch,  for  buying  equipment 
for  farms,  for  handling  the  ordinary 
necessary  capital  to  operate  a  farm  or 
ranch.  It  does  not  involve  credit  for 
the  purchase  of  the  real  estate.  This 
production  credit  is  handled  through  a 
more  complex  system,  and  as  I  have  seen 
it,  a  system  which  never  was  quite  as 
satisfactory  as  the  system  of  the  land 
|}&nks 

Mr.  WILLIAMS  of  Mississippi.  Mr. 
Chairman,  will  the  gentleman  yield? 

Mr.  POAGE.  I  yield  to  the  gentleman 
from  Mississippi. 

Mr.  WILLIAMS  of  Mississippi.  While 
the  gentleman  is  discussing  the  Federal 
land  bank  situation,  a  practice  of  the 
Federal  land  bank  down  in  my  area 
over  the  period  of  the  last  20  years  has 
been  to  withhold  half  of  the  minerals 
and  reselling  the  land  that  has  been 


foreclosed  and  has  come  into  possession 
of  the  land  bank  through  foreclosure. 
The  net  result  of  that  has  been  that 
thousands  upon  thousands  of  landown¬ 
ers  in  the  State  of  Mississippi  have  been 
deprived  of  half  of  the  minerals  in  the 
land  that  they  purchased  from  the  Fed¬ 
eral  land  bank.  It  has  created  quite  a 
bit  of  dissension  and  unrest  among  the 
farmers  down  in  my  area,  most  of  whom 
lost  their  land  to  the  Federal  land  bank 
back  in  the  days  of  the  depression. 
They  feel — and  I  think  rightly  so — that 
it  was  never  the  purpose  of  the  original 
act  which  permitted  the  setting  up  of 
the  Federal  land  banks  to  permit  their 
indulging  in  mineral  speculation.  Fur¬ 
ther,  it  has  been  reported  to  me  that  the 
Federal  land  bank  in  New  Orleans  has 
made  what  you  might  call  excessive 
profits  during  the  last  several  years  fol¬ 
lowing  the  discovery  and  development 
of  several  oil  fields  in  Mississippi  and 
Louisiana.  Can  the  gentleman  enlight¬ 
en  us  as  to  the  amount  of  dividends  paid 
by  the  Federal  Land  Bank  of  New  Or¬ 
leans  in  particular  over  the  past  8  or  10 
years?  It  is  my  understanding  that  last 
year  they  paid  almost  25  percent  divi¬ 
dends. 

Mr.  POAGE.  Unfortunately,  I  cannot 
enlighten  the  gentleman  as  to  the  spe¬ 
cific  amount  of  dividends  paid  by  the 
New  Orleans  bank.  Whatever  these  divi¬ 
dends  have  been,  they  have  gone  to  the 
farmers  who  have  borrowed  or  who  are 
now  borrowing  from  the  bank.  I  can 
comment  upon  the  policy  that  he  refers 
to,  however,  because  it  has  been  a  policy 
to  which  I  have  taken  exception  time 
and  time  again,  and  which,  to  my  mind, 
is  an  extremely  shortsighted  policy.  Of 
course,  the  bank  at  Houston  has  been 
involved  in  exactly  the  same  transac¬ 
tions  as  the  bank  at  New  Orleans,  and 


it  probably  has  gone  a  great  deal  fur¬ 
ther  than  any  bank  in  the  United  States, 
because  it  covers  more  land  with  known 
mineral  deposits. 

Mr.  WILLIAMS  of  Mississippi.  I  am 
delighted  to  hear  my  friend  say  that,  and 
I  am  glad  that  he  realizes  what  the  situa¬ 
tion  is.  I  hope  that  the  Committee  on 
Agriculture,  or  the  appropriate  commit¬ 
tee,  whichever  committee  it  might  be, 
may  see  fit  to  make  a  study  of  the  op¬ 
eration  of  the  Federal  land  banks  all 
over  the  country,  particularly  with  re¬ 
spect  to  their  mineral  dealings  and 
mineral  holdings,  with  a  view  toward 
making  some  determination  as  to  what 
their  future  policy  should  be  in  regard 
to  mineral  speculation  and  withholding 
of  these  minerals  from  the  landowners. 

Mr.  POAGE.  Since  the  question  has 
been  raised,  I  want  to  take  a  moment 
to  discuss  it,  although  it  may  detract 
from  my  efforts  to  explain  the  structure 
of  the  Farm  Credit  Administration. 

Mr.  WILLIAMS  of  Mississippi.  May 
I  make  one  more  remark? 

Mr.  POAGE.  Surely. 

Mr.  WILLIAMS  of  Mississippi.  The 
situation  in  my  area  in  particular  has 
reached  the  point  where  it  appears  to 
be  developing  almost  into  racket  P' °* 
portions.  We  are  very  much  disturbed 
about  it.  I  do  hope  that  the  Committee 
on  Agriculture  will  have  an  opportunity 
to  look  into  this  matter  thoioughly 
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a  view  to  correcting  whatever  bad  situa¬ 
tion  may  be  prevailing. 

Mr.  POAGE.  Mr.  Chairman,  may  I 
say  to  my  friend  from  Mississippi  that 
this  has  been  a  matter  of  great  concern 
to  me  personally,  and  has  been  a  matter 
of  considerable  concern  to  the  Commit¬ 
tee  on  Agriculture.  But  we  are  faced 
with  a  very  practical  problem.  I  think 
the  gentleman  from  Mississippi  [Mr. 
Williams]  will  realize  the  difficulty  of 
dealing  directly  with  this  situation.  The 
land  banks  are  engaged  in  a  competitive 
business,  as  they  should  be.  Private 
lenders  provide  a  large  portion  of  the 
farm  credit  of  the  United  States,  as  we 
want  them  to,  and  we  hope  they  continue 
to  provide  a  substantial  portion  of  the 
credit.  As  long  as  the  private  lending 
agencies  have  it  within  their  power  to 
make  these  reservations,  the  land-bank 
system  has  felt  that  they  in  turn  should 
have  the  same  power.  I  cannot  speak 
for  the  entire  system,  but  I  have  dis¬ 
cussed  this  problem  with  the  officers  of 
the  Houston  bank,  which  covers  Texas 
and  a  large  portion  of  the  mineral  area. 
They  recognize  the  problem  fully.  They 
recognize  the  evil  of  the  practice  of 
reserving  these  mineral  rights. 

They  have  done  this  much:  They  have 
gone  to  Austin  and  have  urged  the  Legis¬ 
lature  of  Texas  to  pass  legislation  pro¬ 
hibiting  the  reservation  of  these  mineral 
rights  in  perpetuity  by  anyone,  whether 
it  be  the  land  bank,  an  insurance  com¬ 
pany,  or  anyone  else.  To  my  mind,  that 
is  the  correct  approach.  That  is  the 
approach  that  should  be  used  all  over 
the  country.  It  is  a  matter  over  which 
each  and  every  State  has  complete  juris¬ 
diction.  The  States  have  the  right  to 
pass  their  own  laws  in  regard  to  the 
ownership  of  real  estate. 

Personally,  I  have  long  been  convinced 
that  there  is  a  grievous  evil  in  allowing 
the  separation  of  the  mineral  estates 
and  to  retain  those  estates  separated 
over  a  long  period  of  time  without  any 
development  of  the  mineral  estate. 

I  recognize  that  in  passing  such  leg¬ 
islation  there  should  be  opportunities  to 
develop  the  mineral  estate  separate  from 
the  surface  estate  where  development 
dictates  that.  But  for  mere  speculative 
purposes — and  that  is  what  the  gentle¬ 
man  is  referring  to  I  am  sure — it  does 
work  a  hardship  and,  in  my  opinion,  it 
is  going  to  become  worse  if  this  practice 
is  continued.  Withn  the  next  100  years 
the  farmers  and  the  ranchmen  all  over 
America  are  going  to  find  themselves 
with  absolutely  no  interest  in  mineral 
development. 

Mr.  BASS  of  Tennessee.  Mr.  Chair¬ 
man,  will  the  gentleman  yield? 

Mr.  POAGE.  I  do  want  to  get  back, 
let  me  say,  before  I  yield  to  my  friend 
from  Tennessee,  to  explaining  this  bill. 
I  am  going  to  suggest  that  I  shall  gladly 
yield  for  any  question  relating  to  this 
bill,  but  I  do  not  want  to  get  too  far 
away  from  the  bill.  I  yield  to  the  gen¬ 
tleman  from  Tennessee. 

Mr.  BASS  of  Tennessee.  Mr.  Chair¬ 
man,  I  merely  want  to  comment  for  the 
benefit  of  the  Committee,  and  also  for 
the  benefit  of  the  gentleman  from  Mis¬ 
sissippi  [Mr.  Williams]  that  in  subcom¬ 
mittee.  we  did  discuss  this  very  subject 
of  mineral  rights  and  the  division  of 


surface  and  mineral  rights.  The  gentle¬ 
man  from  Texas  who  is  now  speaking 
did  express  his  deep  concern  over  that 
matter,  and  his  position  was  made  known 
to  the  representatives  of  the  land  banks. 

Mr.  WILLIAMS  of  Mississippi.  Mr. 
Chairman,  will  the  gentleman  yield? 

Mr.  POAGE.  I  yield  to  the  gentle¬ 
man  from  Mississippi. 

Mr.  WILLIAMS  of  Mississippi.  I 
know  the  gentleman  from  Texas  [Mr. 
Poage]  is  concerned,  as  I  am  personally 
equally  concerned,  with  this  situation. 
I  recognize  that  there  is  a  wrong  which 
should  be  corrected  in  some  manner. 
I  do  hope  the  gentleman  may  use  his 
talents  and  ability  and  efforts  and  in¬ 
fluence  in  the  Committee  on  Agriculture 
to  see  to  it  that  the  Federal  land  banks 
all  over  the  United  States  are  investi¬ 
gated  so  far  as  their  profits  are  con¬ 
cerned  and  so  far  as  the  mineral  hold¬ 
ings  and  mineral  dealings  are  concerned, 
particularly  with  respect  to  whether  or 
not  they  are  improperly  withholding 
minerals  from  the  people  in  violation 
of  the  original  intent  of  the  law. 

Mr.  POAGE.  May  I  again  suggest  to 
my  friend  from  Mississippi  that  this  is, 
as  I  conceive  it,  primarily  a  proposition 
for  each  and  every  State  to  determine 
for  itself  although  I  realize  that  if  the 
States  fail  to  act  that  this  Congress 
may  have  to  act.  I  would  suggest  that 
the  State  of  Mississippi  should  make  a 
decision  promptly  before  it  reaches  the 
unhappy  situation  that  my  State  has 
reached  and  that  Oklahoma  has  reached 
and  that  certain  others  have  reached, 
because  it  is  much  easier  to  get  State 
legislation  before  these  mineral  rights 
have  ripened  than  it  is  at  a  later  date. 

Mr.  WILLIAMS  of  Mississippi.  The 
gentleman  is  absolutely  correct,  except 
that  I  think  we  should  remember  that 
the  Federal  land  bank  is  an  agency 
which  is  a  child  or  a  subordinate  of  a 
Federal  agency  and  is  set  up  by  Federal 
law.  I  believe  it  should  be  attacked  not 
only  by  State  law  but  also  the  Federal 
Government,  which  is  the  father  of  this 
agency,  should  certainly  give  considera¬ 
tion  to  the  policies  it  is  going  to  follow. 

I  thank  the  gentleman. 

Mr.  BURLESON.  Mr.  Chairman,  will 
the  gentleman  yield? 

Mr.  POAGE.  I  yield  to  the  gentleman 
from  Texas. 

Mr.  BURLESON.  Since  the  gentle¬ 
man  is  going  to  get  back  on  the  subject 
and  the  details  of  the  bill  before  us, 
am  I  correct  in  assuming  generally  that 
what  this  bill  does  is  for  practical  pur¬ 
poses  of  operation  and  otherwise  to  give 
the  production  credit  associations  auton¬ 
omy  other  than  the  usual  obligations 
which  they  assume  for  inspection,  and 
so  forth? 

Mr.  POAGE.  No;  I  fear  the  gentle- 
-man  is  wrong.  That  is  not  what  the  bill 
undertakes  to  do.  This  bill  is  intended 
primarily  to  get  Government  capital  out 
of  the  system. 

Mr.  BURLESON.  I  am  inquiring  if  it 
does  not  give  them  a  greater  autonomy 
than  they  have  now. 

Mr.  POAGE.  I  think  it  gives  to  the 
local  production  credit  associations 
some  greater  assurance  that  they  will  be 
able  to  operate  according  to  their  own 
desires  than  they  do  today.  It  does  re¬ 
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write  some  of  the  requirements  in  regard 
to  the  selection  of  directors,  but  this  bill 
does  very  little  for  the  production 
credit  associations,  as  such. 

I  had  just  started  the  discussion  of 
the  production  credit  feature  of  the 
farm  credit  system  when  my  attention 
was  directed  to  the  land  banks  and 
minerals  estates. 

The  production  credit  associations 
are  the  local  organizations  that  make 
loans  to  farmers  who  need  production 
loans.  In  some  areas  the  local  borrow¬ 
ers  own  all  of  the  stock  of  the  produc¬ 
tion  credit  associations.  That  is  true  in 
the  Texas  area.  The  borrowers  in  the 
Texas  area  own  all  of  the  stock  of  the 
local  PCA’s.  In  some  areas  the  Govern¬ 
ment  still  owns  some  of  the  stock  of 
these  local  associations.  In  no  area  do 
the  farmers  own  the  stock  of  the  re- 
fiancing  institutions  or  the  discount 
institutions.  Nor  do  they  own  the  stock 
of  the  supervising  agency. 

As  I  started  to  explain,  this  produc¬ 
tion  credit  is  a  more  complicated  situa¬ 
tion  than  with  the  land  banks,  because 
the  PCA’s  discount  their  paper  with 
what  are  known  as  the  intermediate 
credit  banks,  which  are  wholly  Govern¬ 
ment-owned  institutions.  The  interme¬ 
diate  credit  banks  discount  not  only  the 
paper  of  the  PCA’s  but  also  the  paper  of 
certain  other  privately  owned  local  in¬ 
stitutions.  In  our  area  we  call  these 
the  old  financial  institutions.  They  are 
generally  livestock  loan  institutions,  but 
they,  too,  discount  paper  with  the 
intermediate  credit  banks. 

Then  there  is  an  institution  in  each 
area  known  as  the  Production  Credit 
Corporation,  which  is  the  supervisory 
agency.  It  supervises  the  activities  of 
the  local  PCA’s,  and  examine  their 
accounts. 

There  was  a  great  deal  of  discussion 
in  the  committee  as  to  whether  the  pro¬ 
duction  credit  corporations  and  the  in¬ 
termediate  credit  banks  could  not  be 
consolidated  into  one  institution.  Some 
feel  that  they  should  be  consolidated  in 
one  institution,  some  feel  apparently  like 
maintaining  the  two  separate  institu¬ 
tions.  There  was  such  wide  diversity  of 
opinion  before  our  committee  that  we 
finally  felt  there  was  no  practical  way  of 
providing  legislation,  for  which  we  might 
hope  to  have  general  support  at  this  ses¬ 
sion,  if  the  bill  should  provide  for  the 
retirement  of  the  Government  capital 
from  those  two  institutions,  or  from 
either  one  of  them  until  the  different 
groups  had  had  further  time  for  dis¬ 
cussion. 

Mr.  COOLEY.  Mr.  Chairman,  will  the 
gentleman  yield? 

Mr.  POAGE.  I  yield  to  the  gentleman 
from  North  Carolina. 

Mr.  COOLEY.  We  did  assure  those 
persons  interested  in  the  subject  that  we 
would  continue  to  study  the  matter  in 
the  months  ahead  and  would  further 
consider  it  early  in  the  next  session. 

Mr.  POAGE.  That  is  right.  We  re¬ 
quested  the  Farm  Credit  Administration 
to  give  us  another  report  at  the  begin¬ 
ning  of  the  next  session  and  another 
recommendation  as  to  how  we  might 
handle  this  problem,  and  I  am  sure  each 
member  of  the  Agriculture  Committee 
intends  to  give  further  study  to  it.  We 
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all  recognize  that  we  should  pay  off  this 
Government  capital.  If  the  PCA’s  won’t 
get  together  I  am  sure  the  committee 
will  feel  that  it  must  take  action  anyway. 

For  the  reasons  I  have  mentioned, 
there  is  very  little  done  to  the  PCA’s  in 
this  bill  because  we  took  out  of  this  bill, 
as  it  was  originally  introduced,  the  pro¬ 
viso  for  the  purchase  of  stock  in  the 
production  credit  corporations  by  the 
local  production  credit  associations.  We 
expect  to  deal  with  this  next  year. 

A  third  great  field  of  farm  credit  is  the 
cooperative  credit.  We  have  w-hat  is 
known  as  a  bank  for  cooperatives  in 
each  of  the  farm  credit  regions.  That 
bank  for  cooperatives  lends  money  to 
such  cooperatives  as  farmers’  elevators, 
creameries,  oil  mills ;  to  cooperatives  gins 
and  that  type  of  cooperative  enterprise 
which  borrow  their  money  in  a  large  part 
from  banks  for  cooperatives.  There  is 
some  farmer  money  in  the  capital  struc¬ 
ture  of  this  bank.  The  major  portion  of 
the  capital  still  is  Government  owned  in 
these  banks  for  cooperatives.  This  bill 
provides  a  means,  and  one  of  the  most 
important  things  in  the  bill,  is  the  spe¬ 
cific  provision  made  here  whereby  the 
Government  capital  will  be  retired  from 
the  banks  for  cooperatives.  For  it  will 
be  substituted  the  capital  placed  there 
by  the  farmers  themselves  or  the  coop¬ 
eratives  that  do  business  with  them. 
That  is  achieved  by  issuing  several  dif¬ 
ferent  kinds  of  stock  and  requiring  that 
any  earnings  be  invested  in  stock  and 
requiring  that  money  be  placed  in  pro¬ 
portion  to  the  needs  into  the  system  by 
the  borrowing  agencies. 

Mr.  AVERY.  Mr.  Chairman,  will  the 
gentleman  yield? 

Mr.  POAGE.  I  yield. 

Mr.  AVERY.  Could  the  gentleman 
from  Texas  tell  me  whether  these  big 
cooperative  enterprises  here  in  the  met¬ 
ropolitan  area  can  take  advantage  of  the 
facilities  of  this  bank  for  cooperatives? 

Mr.  POAGE.  No. 

Mr.  AVERY.  Is  that  reserved  strictly 
for  agricultural  purposes? 

Mi-.  POAGE.  It  is  strictly  for  agricul¬ 
tural  agencies.  These  banks  are  a  part 
of  the  Farm  Credit  Administration. 

Mr.  AVERY.  I  thank  the  gentleman. 

Mr.  MARSHALL.  Mr.  Chairman,  will 
the  gentleman  yield? 

Mr.  POAGE.  I  yield. 

Mr.  MARSHALL.  I  have  received  a 
number  of  inquiries  from  production 
credit  associations  expressing  objection 
to  the  bill.  I  note  that  in  the  bill  the 
committee  has  stricken  out  language. 
Does  the  striking  out  of  that  language 
remove  the  objections  of  the  production 
credit  associations? 

Mr.  POAGE.  So  far  as  we  know  it 
removes  the  objections  of  the  production 
credit  associations. 

The  CHAIRMAN.  The  time  of  the 
gentleman  from  Texas  has  again  expired. 

Mr.  COOLEY.  Mr.  Chairman,  I  yield 
the  gentleman  5  additional  minutes. 

Mr.  POAGE.  As  I  explained  a  while 
ago,  some  of  the  production  credit  as¬ 
sociations  felt  and  still  feel  that  there 
should  be  a  consolidation  of  the  inter¬ 
mediate  credit  banks  and  the  production 
credit  corporations.  The  production 
credit  corporations  are  the  administra¬ 


tive  and  supervisory  agencies  and  the 
banks  are  the  rediscount  agencies. 
Many  people  feel  that  one  agency  could 
serve  every  good  purpose  of  the  two.  On 
the  other  hand,  some  production  credit 
associations  feel  that  it  is  desirable  to 
maintain  the  two  separate  agencies. 
There  was  a  vast  difference  of  opinion 
on  this  point.  Some  of  the  production 
credit  associations  felt  that  they  could 
assume  the  obligation  of  rapidly  acquir¬ 
ing  the  stock  of  the  supervisory  agencies 
and  they  could  take  it  up  in  5  or  10  years. 
Other  production  credit  associations  said 
it  was  an  utter  impossibility.  That  de¬ 
pends  largely  upon  the  local  situation 
of  your  production  credit  associations. 
It  happens  that  in  my  part  of  the  coun¬ 
try  all  of  the  production  credit  associa¬ 
tions  are  farmer  owned.  There  is  no 
Government  money  in  them.  In  those 
areas  where  there  is  still  considerable 
Government  in  the  local  associations 
there  is  an  understandable  reluctance 
to  assume  the  purchase  of  even  one 
agency. 

Mr.  MARSHALL.  This  bill,  as  I  un¬ 
derstand  the  gentleman  from  Texas, 
does  not  make  any  decision  in  that  mat¬ 
ter;  is  that  correct? 

Mr.  POAGE.  No,  sir.  It  puts  the  de¬ 
cision  off  until  next  year. 

Mr.  MARSHALL.  It  is  just  referred 
back  for  further  study? 

Mr.  POAGE.  That  is  exactly  right. 

Mr.  MARSHALL.  The  gentleman  has 
answered  the  question  I  had  in  mind  and 
I  appreciate  it  very  much. 

Mr.  POAGE.  So  far  as  we  know  there 
are  no  production  credit  associations 
now  opposed  to  this  bill.  A  great  many 
feel  we  should  take  action,  and  we  hope 
by  next  year  it  will  be  possible  to  take 
action  that  will  provide  a  way  of  elimin¬ 
ating  the  Government  capital  in  these 
production  credit  agencies.  But  this  bill 
does  not  eliminate  the  Government  cap¬ 
ital  in  the  production  credit  agencies.  It 
does  provide  the  elimination  of  Govern¬ 
ment  capital  in  the  cooperative  credit 
agencies.  The  Government  capital  is 
already  eliminated  in  the  mortgage 
credit  field.  So  with  the  passage  of  this 
bill,  we  will  have  gone  two-thirds  of  the 
road — two-thirds  of  the  way  toward 
eliminating  Government  capital  in  this 
farm  credit.  By  and  large  the  great 
hope  of  the  authors  of  this  bill  is  to  try 
to  eliminate  Government  capital  and  to 
make  this  farm  credit  truly  cooperative, 
farmer-owned,  rather  than  a  Govern¬ 
ment  enterprise. 

Mr.  THOMSON  of  Wyoming.  Mr. 
Chairman,  will  the  gentleman  yield . 

Mr.  POAGE.  I  yield. 

Mr.  THOMSON  of  Wyoming.  With 
the  passage  of  this  bill  will  these  banks, 
being  cooperatives  themselves,  qualify  as 
a  cooperative? 

Mi-.  POAGE.  They  are  cooperatives, 
yes.  They  will  be  cooperatives  them¬ 
selves,  because  they  will  be  entirely 
owned  by  their  members. 

Mr.  THOMSON  of  Wyoming.  Will 
they  enjoy  any  special  tax  benefits  on  the 
moneys  they  earn? 

Mr.  POAGE.  I  do  not  know  of  any 
benefit  that  they  will  enjoy  that  they  do 
not  enjoy  today.  The  bill  does  not  in 
any  way  change  any  of  the  tax  laws. 


The  CHAIRMAN.  The  time  of  the 
gentleman  from  Texas  has  again  ex¬ 
pired. 

Mr.  AUGUST  H.  ANDRESEN.  Mr. 
Chairman,  I  yield  10  minutes  to  the  gen¬ 
tleman  from  Maine  (Mr.  McIntireJ. 

(Mr.  McINTIRE  asked  and  was  given 
permission  to  revise  and  extend  his 
remarks.) 

Mr.  McINTIRE.  Mr.  Chairman,  this 
bill  comes  before  you  today  in  response, 
basically,  to  legislation  enacted  in  the 
Farm  Credit  Act  of  1953.  May  I  quote 
from  that,  because  that  act  says: 

To  encourage  and  facilitate  increased  bor¬ 
rower  participation  in  the  management,  con¬ 
trol,  and  ultimate  ownership  under  the  per¬ 
manent  system  of  agricultural  credit  made 
available  through  institutions  operating  un¬ 
der  the  supervision  of  the  Farm  Credit 
Administration. 


First,  may  I  commend  the  Farm  Credit 
Board  for  the  diligent  manner  in  which 
they  have  sought  out  recommendations 
which  came  to  our  committee  to  dis¬ 
charge  the  responsibility  placed  on  them 
under  the  Farm  Credit  Act  of  1953. 

I  also  want  to  commend  our  chairman 
and  the  committee  for  the  hearings  held 
on  this  legislation  and  for  the  oppor¬ 
tunity  for  various  units  of  the  farm- 
credit  system  to  appear  before  the 
committee  and  express  very  freely  their 
constructive  suggestions  for  amending 
this  bill.  I  think  it  was  a  very  excellent 
opportunity  for  those  who  opposed  pro¬ 
visions  of  the  bill  to  express  themselves 
freely,  and  that  the  committee  responded 
to  those  who  were  opposed  to  provisions 
of  the  bill  by  removing  from  the  original 
bill  certain  sections  in  order  that  there 
might  be  given  ample  time  by  all  inter¬ 
ested  parties  to  work  out  the  construc¬ 
tive  manner  in  which  this  end  should  be 
accomplished. 

I  think  it  should  also  be  made  a  matter 
of  record  that  the  farm  organizations, 
particularly  the  National  Council  of 
Fai-mer  Cooperatives,  which  represents 
in  their  organization  approximately 
4,000  farm  cooperative  organizations, 
are  strongly  favoring  this  legislation. 
Their  interest,  of  course,  is  particularly 
in  that  area  dealing  with  a  provision  by 
which  the  Bank  for  Cooperatives  can  be 
owned  by  borrower  organizations. 

The  American  Farm  Bureau  is  also  on 
record  favoring  this  legislation. 

Our  colleague,  the  gentleman  from 
Texas  [Mr.  Poage]  ,  has  explained  certain 
phases  of  the  farm-credit  system.  I 
want  to  take  just  a  few  moments  to  touch 
upon  1  or  2  points  in  the  bill. 

The  gentleman  from  Texas  [Mr. 
Poage]  mentioned  the  fact  that  the  ob¬ 
jective  of  this  bill,  in  relation  to  that 
part  of  it  dealing  with  the  banks  for 
cooperatives,  is  to  provide  the  legislative 
framework  by  which,  over  a  period  of 
time,  organizations  using  the  facility  of 
the  district  bank  and  the  central  bank 
could  acquire  full  ownership  and  retire 
the  Government  capital  which  now  rests 
in  the  capital  structure  unit  of  this  f aim- 
credit  system. 

The  details  of  the  legislation  accom¬ 
plishing  this  objective,  I  think,  is  pei- 
haps  a  bit  technical,  but  let  mesay  that 
in  my  opinion,  and  I  thmk  ttat 
colleagues  on  the  committee,  this  le„is 
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lation  provides  not  only  the  vehicle  by 
which  the  Government  capital  may  be 
retired  over  a  reasonable  length  of  time, 
but  it  also  provides  a  vehicle  by  which 
the  ownership  and  management  of  this 
system  will  rest  in  the  member  coopera¬ 
tives  that  participate  in  its  use. 

As  the  gentleman  from  Texas  men¬ 
tioned,  there  are  a  very  few  provisions  in 
this  bill  which  would  touch  upon  the 
production  credit  associations.  Those 
provisions  are,  roughly,  sort  of  house¬ 
keeping  provisions  to  assist  in  some  tech¬ 
nical  arrangement  in  relation  to  re¬ 
serve  and  surplus  accounts  and  guaranty 
funds.  In  that  provision  of  the  bill, 
however,  that  deals  with  the  Federal 
land  bank,  there  is  one  portion  to  which 
I  would  like  to  address  myself  for  a 
few  moments  because  I  think  it  does 
establish  a  fundamental  change  from 
procedure  in  use  since  the  land  banks 
were  established.  I  believe  the  record 
should  show  at  least  the  opinion  of  one 
member  of  the  committee,  an  expression 
of  opinion  as  to  what  the  provision 
means.  I  refer  to  section  303  of  the 
bill  which  is  referred  to  in  the  report 
accompanying  this  legislation  on  page 
19.  It  refers  particularly  to  appraisals 
by  land  bank  designees. 

It  has  been  an  inherent  part  of  the 
land  bank  system  to  which  we  are  re¬ 
ferring  at  this  time,  that  an  appraisal 
shall  be  made  by  land  bank  appraisers, 
who  are  public  officials  appointed  by  the 
Appraisal  Subdivision  of  the  Farm 
Credit  Administration  as  we  know  it 
today.  These  appraisers  have  been  re¬ 
sponsible  solely  to  the  Appraisal  Subdi¬ 
vision  for  the  standards  by  which  they 
appraise  property  and  the  accountability 
of  the  appraiser  in  relation  to  the  per¬ 
formance  of  his  duty.  That  has  been 
the  custom  down  through  the  years;  and 
it  has  been  the  responsibility  of  the  Ap¬ 
praisal  Subdivision  to  maintain  and  set, 
and  to  review  and  reestablish  currently 
as  time  might  require,  the  levels  of  value 
to  which  appraisals  shall  be  made  and 
upon  which  loans  must  be  made. 
They  have,  you  might  say,  held  in  trust 
that  responsibility  to  the  bondholders, 
who  invest  in  the  consolidated  bonds  of 
the  system. 

After  all  of  these  years  of  experience 
it  has  been  recommended  to  the  com¬ 
mittee,  and  is  a  part  of  this  legislation, 
that  we  move  away  a  bit  from  this  pro¬ 
cedure  and  provide  that  experienced 
people,  like  secretary-treasurers  of  na¬ 
tional  farm  loan  associations  who  meet 
the  qualifications  do  this  appraisal 
work.  This  law  provides  that  within 
1  year  after  a  loan  has  been  made  on  an 
appraisal  of  a  land  fund  designee  an 
appraisal  shall  be  made  by  a  land  bank 
appraiser. 

And  the  point  that  I  think  should  be  a 
matter  of  record  in  order  that  there  may 
be  no  misunderstanding  is  that  when  the 
appraisal  is  made  by  what  is  indicated 
here  as  a  land  bank  designee  and  the 
loan  closed,  that  the  appraisal  made  by 
a  land  bank  appraiser  within  the  follow¬ 
ing  12  months  shall  not  in  any  way  affect 
the  loan  made  by  the  National  Farm 
Loan  Association  and  accepted  by  the 
land  bank  of  that  district.  It  will  not 
change  the  status  of  the  loan  and  the 
relationship  of  the  National  Farm  Loan 


Association  to  the  banks  and  their  en¬ 
dorsed  liability  will  not  change  by  virtue 
of  the  reappraisal.  This  appraisal  by 
the  land  bank  appraiser  will  come  into 
effect  only  to  determine  whether  or  not 
the  land  bank  designee  in  appraising 
the  property  has  conformed  with  the 
usual  standards.  And  it  will  also,  of 
course,  reflect  the  portion  of  that  loan, 
if  there  happens  to  be  any  difference  in 
ideas  relative  to  value,  that  could  be 
offered  as  collateral  to  any  consolidated 
bond  issues  of  the  system.  There  is  no 
change  in  the  statute  that  provides  that 
a  land  bank  loan  shall  be  made  not  in 
excess  of  65  percent  of  the  normal  agri¬ 
cultural  value  of  the  property  upon 
which  the  loan  is  to  be  made.  It  should 
be  understood  the  appraisal  subdivision 
has  full  responsibility  and  control  in 
establishing  levels  of  value  to  be  used 
in  appraisal  work  by  the  respective  land 
bank  districts. 

The  CHAIRMAN.  The  time  of  the 
gentleman  from  Maine  has  again  ex¬ 
pired. 

Mr.  AUGUST  H.  ANDRESEN.  Mr. 
Chairman,  I  yield  the  gentleman  2  addi¬ 
tional  minutes. 

Mr.  McINTIRE.  Mr.  Chairman,  there 
are  provisions  in  this  bill  for  increasing 
the  maximum  loan;  there  are  also  pro¬ 
visions  in  this  bill  in  relation  to  some 
technical  matters  dealing  with  the  rela¬ 
tionship  of  the  volume  of  loans  to  the 
capital  structure  of  the  National  Farm 
Loan  Association.  There  are  also  some 
provisions  in  relation  to  the  Federal 
Farm  Credit  Board  and  also  the  di¬ 
rectors  of  the  district  board.  These  are 
technical  matters  to  effect  a  better  ad¬ 
ministration  and  better  timing  in  rela¬ 
tion  to  election. 

Mr.  Chairman,  this  is  a  good  bill  and 

1  urge  its  passage. 

Mr.  POAGE.  Mr.  Chairman,  I  yield 

2  minutes  to  the  gentleman  from  Florida 
[Mr.  Matthews]. 

Mr.  MATTHEWS.  Mr.  Chairman, 
H.  R.  5168  is  an  excellent  piece  of  legis¬ 
lation  and  I  sincerely  hope  the  House 
will  pass  it  by  an  overwhelming  vote. 

I  am  particularly  grateful  to  the  mem¬ 
bers  of  the  committee  for  deleting  from 
the  original  legislation  which  was  sug¬ 
gested  to  us  that  part  of  the  legislation 
which  would  require  the  production 
credit  associations  to  purchase  the  stock 
of  the  production  credit  corporations  at 
this  time.  As  the  distinguished  gentle¬ 
man  from  Texas  [Mr.  Poage]  so  ably 
stated,  these  production  credit  associa¬ 
tions  are  the  very  heart  of  the  farm 
credit  system  in  many  of  the  areas  of 
our  country. 

There  are  four  of  these  production 
credit  associations  in  the  Eighth  District 
of  Florida  that  I  have  the  honor  to  rep¬ 
resents  These  associations  felt  that  they 
should  not  be  required  to  purchase  the 
stock  of  the  production  credit  corpora¬ 
tions  at  this  time  because  they  were  fear¬ 
ful  of  the  expense  involved  and  they  were 
somewhat  concerned  about  the  details 
of  supervision.  After  studying  the  bill 
and  listening  to  testimony  I  think  per¬ 
haps  there  might  be  some  merit  in  mak¬ 
ing  the  Production  Credit  Corporation 
a  part  of  the  intermediate  credit  bank. 
However,  I  think  the  committee  was  wise 
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in  delaying  that  particular  aspect  of  the 
bill  until  we  had  further  time  to  study 
it.  I  want  to  thank  the  committee  for 
the  farmers  of  my  district  for  doing  that 
because  I  think  no  harm  can  be  done  if 
we  delay  for  another  year  and  study  this 
matter  in  the  meantime. 

Mr.  Chairman,  we  now  have  a  bill  that 
meets  with  the  unanimous  approval  of 
all  the  members  of  the  Committee  on 
Agriculture  and  a  great  majority  of  the 
others  who  testified  in  behalf  of  the 
legislation  and,  as  I  previously  stated,  I 
sincerely  hope  this  bill  will  be  passed  by 
an  overwhelming  vote. 

The  CHAIRMAN.  There  being  no 
further  requests  for  time,  the  Clerk  will 
read  the  bill  for  amendment. 

The  Clerk  read  as  follows; 

Be  it  enacted,  etc.,  That  this  act  may  be 
cited  as  the  “Farm  Credit  Act  of  1955.” 

TITLE  I - BANKS  FOR  COOPERATIVES 

Sec.  101.  Section  42  of  the  Farm  Credit 
Act  of  1933,  as  amended,  is  amended  to  read 
as  follows: 

“Sec.  42.  (a)  Classes  of  stock;  ownership; 
voting  rights;  dividends;  and  retirement  of 
stock:  Except  as  provided  in  section  111  of 
the  Farm  Credit  Act  of  1955,  each  regional 
bank  for  cooperatives  shall  have  the  follow¬ 
ing  classes  of  stock,  all  of  which  shall  have 
a  par  value  of  $100  per  share: 

“(1)  Class  A  stock  shall  be  issued  to  and 
held  by  the  Governor  of  the  Farm  Credit  Ad¬ 
ministration  on  behalf  of  the  United  States, 
and  stock  of  such  banks  held  by  the  Gov¬ 
ernor  on  the  effective  date  of  title  I  of  the 
Farm  Credit  Act  of  1955  shall  be  exchanged, 
share  for  share,  for  class  A  stock  of  the  re¬ 
spective  banks.  Class  A  stock  shall  be  non¬ 
voting  and  no  dividends  shall  be  paid  there¬ 
on.  At  the  end  of  each  fiscal  year,  each  of 
such  banks,  subject  to  the  provisions  of  sec¬ 
tions  33  and  40,  shall  determine  the  amount 
of  class  A  stock  that  shall  be  retired  at  par 
by  that  bank.  The  minimum  amount  of 
class  A  stock  that  shall  be  retired  shall  be 
the  equivalent  in  dollar  value  of  the  amount 
of  class  C  stock  issued  for  that  year,  except 
that  class  C  stock  issued  by  a  regional  bank 
on  account  of  class  C  stock  issued  to  it  by 
the  central  bank,  class  C  stock  issued  by  a 
regional  bank  in  exchange  for  class  B  stock 
the  proceeds  of  which  were  used  to  retire  an 
equivalent  amount  of  class  A  stock,  and  class 
C  stock  issued  by  a  regional  bank  in  exchange 
for  capital  stock  of  the  bank  outstanding  on 
the  effective  date  of  title  I  of  the  Farm  Credit 
Act  of  1955,  shall  not  be  included  in  such 
bank’s  calculation.  Any  amount  of  class  A 
stock  retired  in  excess  of  such  minimum 
amount  in  one  year  may  be  used  to  reduce 
to  that  extent  the  amount  of  such  stock 
required  to  be  retired  in  any  subsequent  year. 
Funds  from  the  retirement  of  class  A  stock 
shall  be  paid  into  the  revolving  fund  author¬ 
ized  by  the  Agricultural  Marketing  Act,  as 
amended,  and  shall  continue  to  be  available 
for  the  purchase  of  class  A  stock  in  the  banks 
in  accordance  with  sections  33  and  40. 

“(2)  Class  B  stock  may  be  issued  in  series 
and  amounts  approved  by  the  Farm  Credit 
Administration,  and  may  be  sold  or  trans¬ 
ferred  to  any  person  subject  to  the  approval 
of  the  issuing  bank.  Such  stock  shall  be 
issued  only  at  par  and  shall  be  nonvoting. 
Any  bank  may  pay  dividends  of  not  to  exceed 
4  percent  per  annum  on  class  B  stock  if  de¬ 
clared  by  the  board  of  directors  and  approved 
by  the  Farm  Credit  Administration  and  if  the 
surplus  account  of  the  bank,  after  payment 
of  such  dividends,  will  not  be  less  than  25 
percent  of  the  sum  of  all  its  outstanding 
capital  stock.  Dividends  on  class  B  stock 
shall  not  be  cumulative,  but  no  bank  shall 
distribute  in  any  year  any  of  its  net  savings 
as  patronage  refunds  as  provided  in  section 
36  (a)  unless  for  that  year  a  dividend  of  at 
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least  2  percent  is  declared  and  paid  upon 
outstanding  class  B  stock  of  the  bank.  Each 
series  of  class  B  stock  shall  be  issued  only 
■with  the  approval  of  the  Farm  Credit  Ad¬ 
ministration  and  shall  carry  on  the  face  of 
each  certificate  a  statement  of  the  maximum 
dividend  which  may  be  declared  and  paid 
thereon  and  of  the  minimum  dividend  which 
shall  be  declared  and  paid  thereon  before  the 
bank  may  distribute  any  of  its  net  savings 
as  patronage  refunds:  Provided,  That  6uch 
maximum  and  minimum  dividends  may  be 
the  same  amount.  After  all  class  A  stock 
has  been  retired,  class  B  stock  may  be  called 
for  retirement  at  par  with  the  approval  of 
the  Farm  Credit  Administration  and  shall  be 
called  in  such  manner  that  the  oldest  out¬ 
standing  stock  at  any  given  time  will  be  re¬ 
tired  first.  Any  holder  of  class  B  stock  whose 
stock  has  been  called  for  retirement  may 
elect,  with  the  approval  of  the  issuing  bank, 
to  leave  his  stock  in  the  bank  subject  to  its 
being  included  in  the  next  call  for  retire¬ 
ment. 

"(3)  Class  C  stock,  except  as  approved  by. 
the  Farm  Credit  Administration  and  con¬ 
sented  to  by  the  issuing  bank,  may  be  is¬ 
sued  only  to  banks  for  cooperatives  and 
farmers’  cooperative  associations  as  defined 
in  section  15  (a)  of  the  Agricultural  Market¬ 
ing  Act,  as  amended.  Such  stock  may  be  is¬ 
sued  in  fractional  shares,  shall  be  issued  at 
its  fair  book  value  not  exceeding  par,  as  de- 
determined  by  the  bank,  and  no  dividends 
shall  be  paid  on  it.  Each  holder  of  one 
or  more  shares  of  class  C  stock  which  is  eli¬ 
gible  to  borrow  from  a  bank  for  cooperatives 
shall  be  entitled  to  one  vote  only:  Provided, 
That  any  such  holder  which  within  the  pe¬ 
riod  of  2  years  next  preceding  a  date,  fixed 
by  the  Farm  Credit  Administration,  prior  to 
commencement  of  the  voting  has  not  been 
a  borrower  from  a  bank  of  which  it  holds 
class  C  stock  shall  not  be  entitled  to  vote. 
From  time  to  time  each  bank  for  coopera¬ 
tives  shall  obtain  information  concerning 
its  class  C  stockholders  to  determine  whether 
they  continue  to  be  eligible  to  borrow  from 
the  bank  and  to  vote.  Any  class  C  stock¬ 
holder  found  by  the  bank  to  be  ineligible 
to  borrow  shall  not  be  entitled  to  vote  until 
its  eligibility  is  reestablished  to  the  satis¬ 
faction  of  the  bank.  Whenever  in  section  5 
of  the  Farm  Credit  Act  of  1937,  as  amended, 
and  section  4  (a)  of  the  Farm  Credit  Act  of 
1953,  provision  is  made  for  a  nomination 
or  election  by  cooperatives  which  are  stock¬ 
holders  or  subscribers  to  the  guaranty  fund 
of  any  bank  for  cooperatives  the  term  ‘co¬ 
operatives  which  are  stockholders  or  sub¬ 
scribers  to  the  guaranty  fund'  or  the  equiva¬ 
lent  of  that  term,  shall  mean  such  coopera¬ 
tives  which  are  eligible  to  vote.  Each 
borrower  from  a  bank  for  cooperatives  shall 
be  required  to  own  at  the  time  the  loan 
is  made  at  least  one  share  of  class  C  stock. 
The  purchase  price  of  such  stock  may  be 
retained  out  of  the  loan.  In  addition,  each 
borrower  as  defined  by  the  Farm  Credit  Ad¬ 
ministration  for  purposes  of  this  sentence, 
shall  be  required  to  invest  quarterly  in  class 
C  stock  an  amount  equal  to  not  less  than 
10  nor  more  than  25  percent,  as  prescribed 
by  the  board  of  directors  of  the  bank  with 
the  approval  of  the  Farm  Credit  Adminis¬ 
tration,  of  the  amount  of  interest  payable 
by  it  to  the  bank  during  the  calendar  quar¬ 
ter.  Payments  for  such  stock  shall  be  made 
quarterly  or  when  the  regular  interest  pay¬ 
ments  of  the  borrower  are  payable,  but  the 
stock  shall  be  issued  to  the  borrower  as  of 
the  end  of  each  fiscal  year  in  the  amount 
of  the  payments  for  stock  made  by  it  during 
the  year.  Each  regional  bank  shall  pur¬ 
chase  at  least  one  share  cf  class  C  stock  of 
the  central  bank.  In  addition,  the  regional 
bank  shall  be  required  to  invest  quarterly 
in  class  C  stock  of  the  central  bank  an 
amount  equal  to  not  less  than  10  nor  more 
than  25  percent,  as  prescribed  by  the  board 
of  directors  of  the  central  bank  with  the 


approval  of  the  Farm  Credit  Administration, 
of  the  amount  of  Interest  payable  by  the 
regional  bank  to  the  central  bank  during 
the  calendar  quarter  by  reason  of  any  inter¬ 
est  purchased  by  the  central  bank  in  a  loan 
made  by  the  regional  bank.  Payments  for 
such  stock  shall  be  made  to  the  central  bank 
and  the  stock  shall  be  issued  to  the  re¬ 
gional  bank  in  the  same  manner,  insofar  as 
practicable,  as  is  provided  in  this  section 
for  payments  for  and  issuance  of  stock  on 
account  of  loans  by  the  regional  bank  in 
which  the  central  bank  does  not  purchase 
any  interest.  Subject  to  rules  prescribed  by 
the  board  of  directors  of  the  lending  bank 
with  the  approval  of  the  Farm  Credit  Ad¬ 
ministration  a  borrower  may  convert  class  B 
stock  into  class  C  stock  for  the  purpose  of 
making  the  investment  in  class  C  stock  re¬ 
quired  by  this  paragraph.  After  retirement 
of  all  class  A  stock,  class  C  stock  also  may 
be  retired  at  par  by  calling  the  oldest  out¬ 
standing  class  C  stock,  but  class  C  stock  that 
was  issued^for  a  fiscal  year  period  shall  not 
be  called  for  retirement  until  all  class  B 
stock  that  was  issued  during  or  prior  to  that 
fiscal  year  has  been  called  for  retirement. 

*‘(b)  Guaranty  fund  subscriptions  in  lieu 
of  stock:  If  a  cooperative  association  is  not 
authorized  under  the  laws  of  the  State  in 
which  it  is  organized  to  take  stock  in  the 
bank,  the  bank  shall,  in  lieu  thereof,  require 
the  association  to  pay  into  or  have  on  de¬ 
posit  in  a  guaranty  fund  of  the  bank,  or  the 
bank  may  retain  out  of  the  amount  of  the 
loan  and  credit  to  the  guaranty  fund,  a  sum 
equal  to  the  amount  of  class  C  stock  which 
the  association  would  otherwise  be  required 
by  subsection  (a)  (3)  of  this  section  to  own 
at  the  time  the  loan  is  made  and  to  purchase 
thereafter.  Any  such  association  may  make 
additional  payments  into  the  guaranty  fund 
from  time  to  time  in  lieu  of  the  purchase 
of  class  B  stock,  and  shall  receive  credits  to 
such  fund  in  lieu  of  patronage  refunds  pay¬ 
able  in  class  C  stock.  Each  reference  in  this 
act  to  capital  stock  or  class  B  or  class  C  stock 
shall  include  also  the  guaranty  fund  equiva¬ 
lents  of  such  stock,  and,  to  the  extent  per¬ 
mitted  under  the  laws  of  a  State  in  which 
a  cooperative  association  is  organized,  a 
holder  of  guaranty  fund  equivalents  of  either 
class  B  or  class  C  stock  shall  have  the  same 
rights  and  status  as  a  holder  of  class  B  or 
class  C  stock,  respectively.  The  rights  and 
obligations  of  the  bank  as  respects  such 
guaranty  fund  equivalents  shall  be  identical 
to  its  rights  and  obligations  as  respects  class 
B  or  class  C  stock,  respectively. 

“(c)  Lien  on  stock:  Except  as  herinafter 
provided  in  the  case  of  an  association  which 
is  a  direct  borrower  from  the  central  bank, 
each  bank  for  cooperatives  shall  have  a  first 
lien  on  all  stock  in  the  bank  owned  by  each 
cooperative  association  as  additional  collat¬ 
eral  for  any  indebtedness  of  such  association 
to  the  bank.  In  the  case  of  an  association 
which  is  a  direct  borrower  from  the  central 
bank,  the  central  bank  shall  have  a  first  lien 
on  any  amount  of  class  C  stock  which  the 
borrowing  association  owns  in  any  regional 
bank  on  account  of  direct  loans  of  such 
association  from  the  central  bank;  and  the 
regional  bank  shall  have  a  lien  on  such  stock 
junior  only  to  the  lien  of  the  central  bank. 
In  any  case  where  the  debt  of  a  borrower  is 
in  default,  the  bank  may,  in  accordance  with 
regulations  of  the  Farm  Credit  Administra¬ 
tion,  retire  and  cancel  all  or  a  part  of  the 
stock  of  the  defaulting  borrower  at  the  fair 
book  value  thereof,  not  exceeding  par,  in 
total  or  partial  liquidation  of  the  debt,  as 
the  case  may  be,  and,  to  the  extent  required, 
corresponding  shares  held  by  a  regional  bank 
in  the  central  bank  shall  be  retired. 

“(d)  Calculation  of  proportionate  inter¬ 
ests  in  banks:  For  the  purpose  of  determin¬ 
ing  pursuant  to  section  5  (d)  (2)  (C)  of  the 
Farm  Credit  Act  of  1937,  as  amended,  the 
amount  of  the  capital  stock  and  subscrip¬ 
tions  to  the  guaranty  fund  of  a  regional 


bank  for  cooperatives  held  by  cooperatives 
the  term  ‘capital  stock  and  subscriptions  to 
the  guaranty  fund  held  by  cooperatives’  or 
the  equivalent  of  that  term  shall  also  mean 
all  outstanding  class  B  and  class  C  stock  and 
the  guaranty  fund  equivalents  thereof.’’ 

Sec.  102.  Section  35  of  the  Farm  Credit 
Act  of  1933,  as  amended,  is  amended  to  read 
as  follows: 

“Sec.  35.  Application  of  regional  bank 
stock  provisions  to  central  bank:  All  provi¬ 
sions  of  law  with  respect  to  class  A,  class  B, 
and  class  C  stock  in  the  regional  banks  for 
cooperatives  shall  apply  to  the  Central  Bank 
for  Cooperatives,  except  as  they  may  be  in¬ 
consistent  with  the  provisions  of  this  section. 
Each  borrower  from  the  central  bank  shall 
be  required  to  own  at  the  time  the  loan  is 
made  at  least  1  share  of  class  C  stock  in  such 
regional  bank  as  the  Farm  Credit  Adminis¬ 
tration  shall  designate  and  shall  be  required 
to  invest  quarterly  in  class  C  stock  in  such 
regional  bank  or  banks  as  the  Farm  Credit 
Administration  shall  designate  an  amount 
equal  to  not  less  than  10  nor  more  than  25 
percent,  as  prescribed  by  the  board  of  direc¬ 
tors  of  the  central  bank  with  the  approval  of 
the  Farm  Credit  Administration,  of  the 
amount  of  interest  payable  by  such  borrower 
to  the  central  bank  during  the  calendar 
quarter.  Payments  for  such  stock  shall  be 
made  quarterly  or  when  the  regular  interest 
payments  of  such  borrower  are  payable,  but 
the  stock  shall  be  issued  to  the  borrower  as 
of  the  end  of  each  fiscal  year  hi  the  amount 
of  the  payments  for  stock  made  by  it  during 
such  year.  The  regional  bank  whose  stock 
is  so  issued  to  such  borrower  shall  purchase 
a  corresponding  amount  of  class  C  stock  in 
the  central  bank.” 

Sec.  103.  Section  36  of  the  Farm  Credit 
Act  of  1933,  as  amended,  is  amended  to  read 
as  follows: 

“Sec.  36.  (a)  Application  of  savings:  Each 
bank  for  cooperatives,  at  the  end  of  each  fis¬ 
cal  year,  shall  determine  the  amount  of  its 
net  savings  after  paying  or  providing  for  all 
operating  expenses  (including  reasonable 
valuation  reserves  and  losses  in  excess  of  any 
such  applicable  reserves)  and  shall  apply 
such  savings  as  follows:  (1)  To  the  restora¬ 
tion  of  the  amount  of  the  impairment,  if  any, 
of  capital  stock,  as  determined  by  its  board 
of  directors:  (2)  25  percent  of  any  remaining 
savings  shall  be  used  to  create  and  maintain 
a  surplus  account;  (3)  if  said  bank  shall 
have  outstanding  capital  stock  held  by  the 
United  States  during  the  whole  or  any  part 
of  the  fiscal  year,  it  shall  next  pay  to  the 
United  States  as  a  franchise  tax,  a  sum  equal 
to  25  percent  of  its  net  savings  then  remain¬ 
ing,  not  exceeding,  however,  a  rate  of  return 
on  such  Government  capital  calculated  at  a 
rate  equal  to  the  computed  average  annual 
rate  of  interest  on  all  public  issues  of  pub¬ 
lic  debt  obligations  of  the  United  States  is¬ 
sued  during  the  fiscal  year  ending  next  be¬ 
fore  such  tax  is  due,  as  certified  to  the  Farm 
Credit  Administration  by  Secretary  of 
the  Treasury;  (4)  reasonable  contingency 
reserves  may  be  established;  (5)  dividends 
on  class  B  stock  may  be  declared  as  provided 
in  section  42  (a)  (2);  and  (6)  any  remain¬ 
ing  net  savings  shall  be  distributed  as  patron¬ 
age  refunds  as  provided  in  subsection  (b)  of 
this  section:  Provided  That  any  patronage 
refunds  received  by  a  regional  bank  from 
the  central  bank  shall  be  excluded  from  net 
savings  of  the  regional  bank  for  the  purpose 
of  computing  such  franchise  tax.  Amounts 
applied  as  provided  in  (2)  and  (4)  above  after 
the  effective  date  of  title  I  of  the  Farm  Credit 
Act  of  1955  shall  be  allocated  on  a  patronage 
basis  approved  by  the  Farm  Credit  Admin¬ 
istration.  At  the  end  of  any  fiscal  year,  any 
portion  of  the  reserve  established  under  (4 ) 
above  which  is  no  longer  deemed  necessary 
shall  be  transferred  to  the  surplus  accoui 
and,  if  the  surplus  account  of  any ^  such 
bank  for  cooperatives  exceeds  25  Peyce 
the  sum  of  all  its  outstanding  capitalstock 
the  bank  may  distribute  m  the  same  manner 
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as  a  patronage  refund  any  part  or  all  of 
such  excess  which  has  been  allocated.  In 
making  such  distributions,  the  oldest  out¬ 
standing  allocation  shall  be  distributed  first. 
Wherever  used  In  this  act,  the  words  ‘surplus 
account’  as  applied  to  any  bank  for  coopera¬ 
tives  shall  mean  any  surpluses  and  contin¬ 
gency  reserves  shown  on  the  books  of  the 
banks  as  of  the  effective  date  of  title  I  of 
the  Farm  Credit  Act  of  1955  and  any  amounts 
applied  as  provided  in  (2)  above  after  the 
effective  date  of  said  title  I.  Said  surplus 
account  shall  be  divided  to  show  the  amounts 
thereof  subject  to  allocation  as  provided  in 
this  section  and  may  be  further  subdivided 
as  prescribed  by  the  Farm  Credit  Administra¬ 
tion.  in  the  event  of  a  net  loss  in  any  fiscal 
year  after  providing  for  all  operating  ex¬ 
penses  (including  reasonable  valuation  re¬ 
serves  and  losses  in  excess  of  any  such  appli¬ 
cable  reserves) ,  such  loss  shall  be  absorbed 
by:  first,  charges  to  allocated  contingency 
reserves;  second,  charges  to  allocated  sur¬ 
plus;  third,  charges  to  other  contingency 
reserves  and  surplus  pro-rata  in  accordance 
with  the  second  sentence  of  subsection  (c) 
of  this  section,  fourth,  the  impairment  of 
class  C  stock;  and  fifth,  the  impairment  of 
all  other  stock. 

“(b)  Patronage  refunds;  The  patronage 
refunds  of  each  regional  bank  for  coopera¬ 
tives  shall  be  paid  in  class  C  stock  to  bor¬ 
rowers,  as  defined  by  the  Farm  Credit  Admin¬ 
istration  for  the  purposes  of  this  subsec¬ 
tion,  during  the  fiscal  year  for  which  the  re¬ 
funds  are  declared.  Patronage  refunds  of 
the  Central  Bank  for  Cooperatives  shall  be 
paid  in  class  C  stock  to  the  regional  banks 
for  cooperatives  upon  the  basis  of  interests 
held  by  the  central  bank  in  loans  made  by 
the  regional  banks  and  upon  direct  loans 
made  by  the  central  bank  to  cooperative 
associations;  and  any  part  of  such  refunds 
derived  from  such  direct  loans  of  the  cen¬ 
tral  bank  shall  be  paid  in  class  C  stock  issued 
to  the  regional  bank  or  banks  which  issued 
to  the  borrower  the  stock  incident  to  the 
loans,  or  to  a  regional  bank  or  banks  desig¬ 
nated  by  the  Farm  Credit  Administration, 
and  such  bank  or  banks  shall  issue  a  like 
amount  of  class  C  stock  to  the  borrowers. 
All  patronage  refunds  shall  be  paid  in  the 
proportion  that  the  amount  of  interest 
earned  on  the  loans  of  each  borrower  bears 
to  the  total  interest  earned  on  the  loans  of 
all  borrowers  during  the  fiscal  year. 

“(c)  Application  of  assets  on  liquidation 
or  dissolution:  In  the  case  of  liquidation 
or  dissolution  of  any  bank  for  cooperatives, 
after  the  payment  or  retirement,  as  the  case 
may  be,  first,  of  all  liabilities;  second,  of  all 
capital  stock  issued  before  the  effective  date 
of  title  I  of  the  Farm  Credit  Act  of  1955  held 
by  cooperative  associations  at  par,  all  class 
A  stock  at  par,  and  all  class  B  stock  at  par; 
and  third,  of  all  class  C  stock  at  par;  any  sur¬ 
pluses  and  contingency  reserves  then  re¬ 
maining  shall  be  distributed  as  provided  in 
this  subsection.  If  necessary  in  absorbing 
losses,  allocated  contingency  reserves  and 
allocated  surpluses  shall  be  exhausted  first 
in  accordance  with  rules  prescribed  by  the 
Farm  Credit  Administration  and  other  con¬ 
tingency  reserves  and  surpluses  shall  be  used 
pro  rata.  Any  surpluses  and  contingency 
reserves  which  were  on  hand  as  of  the  effec¬ 
tive  date  of  said  title  I,  shall  be  apportioned 
on  the  basis  of  stock  ownership  in  the  bank 
on  such  date  and  that  part  of  such  surpluses 
and  reserves  so  apportioned  to  stock  owned 
by  the  United  States,  shall  be  paid  into 
the  Treasury  as  miscellaneous  receipts 
and  that  part  of  such  surpluses  and 
reserves  so  apportioned  to  stock  owned 
by  all  others  shall  be  paid  to  the  holders  of 
outstanding  stock  issued  before  the  effective 
date  of  said  title  I  and  class  C  stock  pro 
rata:  Provided,,  That  if  the  central  bank  is 
liquidated  or  dissolved  before  the  regional 
banks,  that  part  of  such  surpluses  and  re¬ 
serves  so  apportioned  to  stock  owned  by  the 


United  States  shall  be  distributed  to  the 
regional  banks  on  the  basis  of  stock  held  by 
them  in  the  central  bank,  and  the  amount 
so  distributed  shall  be  added  to  the  corre¬ 
sponding  surplus  and  reserve  of  each  re¬ 
gional  bank  subject  to  payment  into  the 
Treasury  as  miscellaneous  receipts  upon 
liquidation  or  dissolution  of  such  regional 
bank.  Any  allocated  surpluses  and  allocated 
contingency  reserves  then  remaining  shall  be 
distributed  as  allocated  on  the  books  of  the 
bank.’’ 

Sec.  104.  Section  31  of  the  Farm  Credit 
Act  of  1933  is  amended  to  read  as  follows: 

“Sec.  31.  Board  of  Directors  of  Central 
Bank.  The  Central  Bank  for  Cooperatives 
shall  have  seven  directors.  Of  this  number 
four  shall  be  appointed  by  the  Governor  of 
the  Farm  Credit  Administration,  by  and  with 
the  advice  and  consent  of  the  Federal  Farm 
Credit  Board,  and  three  shall  be  elected  by 
the  regional  banks  for  cooperatives  and  co¬ 
operative  associations:  Provided,  That  the 
terms  of  office  of  directors  established  prior 
to  the  effective  date  of  title  I  of  the  Farm 
Credit  Act  of  1955  shall  continue  through 
the  31st  day  of  December  next  following  the 
effective  date  of  said  title  I  and  shall  expire 
at  the  end  of  that  day.  Three  of  the  direct¬ 
ors  appointed  by  the  Farm  Credit  Adminis¬ 
tration  shall  be  appointed  for  terms  of  1  year, 
2  years,  and  3  years,  respectively,  as  desig¬ 
nated  at  the  time  of  appointment  and  the 
fourth  appointed  director  shall  be  appointed 
for  a  term  of  3  years  and  thereafter  each 
appointed  director  shall  be  appointed  for  a 
term  of  3  years.  Any  appointed  director 
may  be  removed  at  pleasure  at  any  time  by 
the  Farm  Credit  Administration.  The  Farm 
Credit  Administration  shall  prescribe  rules 
and  regulations  for  the  nominations  and 
elections  required  by  this  section.  Suffi¬ 
ciently  in  advance  of  the  1st  day  of  Janu¬ 
ary  next  following  the  effective  date  of  title 
I  of  the  Farm  Credit  Act  of  1955,  and  at  any 
time  subsequent  to  the  enactment  thereof, 
the  Farm  Credit  Administration  shall  take 
all  action  necessary  in  order  to  permit  the 
elections  hereby  provided  and  shall  group 
the  several  farm  credit  districts  Into  3 
areas,  each  of  which  shall  be  comprised  of 
4  contiguous  farm  credit  districts,  and 
a  director  shall  be  elected  from  nominees 
from  each  of  such  areas  by  regional  banks 
for  cooperatives  of  the  area  and  cooperative 
associations  of  the  area  eligible  to  vote. 
The  3  elected  directors  shall  be  elected  for 
terms  of  1  year,  2  years,  and  3  years,  respec¬ 
tively,  as  shall  be  designated  by  the  Farm 
Credit  Administration  and  thereafter  elected 
directors  shall  be  elected  for  terms  of  3  years: 
Provided,  That  whenever,  as  determined  by 
the  Farm  Credit  Administration,  the  sum  of 
the  capital  stock  and  subscriptions  to  the 
guaranty  fund  of  the  central  bank  held  by 
persons  other  than  the  Governor  of  the  Farm 
Credit  Administration  on  behalf  of  the 
United  States  and  surplus  and  reserve  ac¬ 
counts  of  said  bank  shall  equal  or  exceed 
66%  percent  of  the  total  capital  stock,  sub¬ 
scriptions  to  the  guaranty  fund  and  surplus 
and  reserve  accounts  of  said  bank  as  of  the 
date  3  months  before  the  expiration  of  the 
term  of  office  of  any  appointed  director,  ex¬ 
cept  the  fourth  appointed  director,  whose 
term  next  expires,  the  successor  to  such  di¬ 
rector  shall  be  elected  from  nomineees  for  a 
term  of  3  years  by  regional  banks  for  cooper¬ 
atives  of  the  area  and  cooperative  associa¬ 
tions  of  the  area  eligible  to  vote  on  a  basis 
of  areas  comprised  of  2  contiguous  farm 
credit  districts  as  designated  by  the  Farm 
Credit  Administration.  Appointed  directors 
except  the  fourth  appointed  director  shall 
continue  to  be  replaced  by  elected  directors 
in  accordance  with  the  foregoing  provisions 
until  the  total  number  of  elected  directors 
shall  be  6,  elected  1  from  each  of  6  such 
areas  comprised  of  2  contiguous  farm 
credit  districts.  Whenever,  as  determined 
by  the  Farm  Credit  Administration,  the  sum 
of  the  capital  stock  and  subscriptions  to 


the  guaranty  fund  of  the  central  bank  held 
by  persons  other  than  the  Governor  of  the 
Farm  Credit  Administration  on  behalf  of 
the  United  States  and  surplus  and  reserve 
accounts  of  said  bank  shall  not  equal  or 
exceed  66%  percent  of  the  total  capital 
stock,  subscriptions  to  the  guaranty  fund 
and  surplus  and  reserve  accounts  of  the 
banks  as  of  the  date  3  months  before 
the  expiration  of  the  term  of  office  of  any 
elected  director  whose  term'  next  expires, 
the  successor  to  such  elected  director  shall, 
if  the  number  of  elected  directors  then  ex¬ 
ceeds  3,  be  appointed  by  the  Governor 
of  the  Farm  Credit  Administration  by  and 
with  the  advice  and  consent  of  the  Federal 
Farm  Credit  Board  for  a  term  of  3  years. 
In  any  such  case  where  only  1  additional 
appointed  director  is  needed  in  order  to 
increase  the  total  number  of  appointed  di¬ 
rectors  to  4,  and  the  terms  of  office  of 
more  than  1  elected  director  next  expire, 
the  Farm  Credit  Administration  shall  desig¬ 
nate  the  1  of  such  next  expiring  terms 
of  office  which  shall  be  replaced  by  the  addi¬ 
tional  appointed  director.  Any  vacancy  in 
the  Board  whether  filled  by  appointment  or 
by  election  shall  be  filled  for  the  unexpired 
term  in  the  same  manner  in  which  the  vacant 
office  was  filled.  Each  regional  bank  for 
cooperatives,  each  cooperative  association 
which  is  a  direct  borrower  from  the  central 
bank,  each  holder  of  1  or  more  shares 
of  class  C  stock  in  a  regional  bank  for  co¬ 
operatives  which  is  eligible  to  vote  under 
section  42  (a)  (3),  and  each  holder  of  1 
or  more  shares  of  stock  in  the  central  bank 
or  any  regional  bank  for  cooperatives  issued 
before  the  effective  date  of  title  I  of  the 
Farm  Credit  Act  of  1955  which  is  eligible 
to  vote  shall  be  eligible  to  vote  for  directors 
of  the  central  bank  and  each  such  holder 
shall  be  entitled  to  1  vote  only  without 
regard  to  the  number  of  shares  held  in  any 
1  or  more  of  said  blanks,  and  the  vote  of 
any  such  holder  of  stock  in  more  than  1 
bank  shall  be  cast  only  with  respect  to  elec¬ 
tions  in  the  area  in  which  is  located  the 
main  office  of  such  holder.  Elected  directors 
shall  have  been,  for  at  least  2  years,  resi¬ 
dents  of  the  area  for  which  they  are  elected. 
No  person  shall  be  eligible  for  nomination, 
election,  or  appointment  as  a  director  if 
such  person  has  within  1  year  next  pre¬ 
ceding  the  commencement  of  the  term  being 
a  salaried  officer  or  employee  of  the  Farm 
Credit  Administration  or  of  any  corporation 
operating  under  its  supervision.  Any  per¬ 
son  who  is  a  member  of  the  Federal  Farm 
Credit  Board  or  a  district  farm  credit  board 
when  appointed  or  elected  as  director  shall 
resign  as  a  member  of  the  Federal  Farm 
Credit  Board  or  the  district  board  before 
assuming  his  duties  as  director  of  the  cen¬ 
tral  bank.  No  person  who  becomes  such 
director  shall  be  eligible  to  continue  to  serve 
if  he  becomes  a  member  of  the  Federal  Farm 
Credit  Board  or  any  district  farm  credit 
board  or  an  officer  or  employees  of  the 
Farm  Credit  Administration  or  an  officer  or 
employee  of  any  corporation  operating  under 
the  supervision  of  the  Farm  Credit  Admin¬ 
istration.” 

Sec.  105.  Section  32  of  the  Farm  Credit 
Act  of  1933  is  amended  to  read  as  follows: 

“Sec.  32.  Powers  of  Board  of  Directors  of 
Central  Bank:  The  Board  of  Director  of  the 
Central  Bank  for  Cooperatives  shall  elect  a 
Chairman  and  Vice  Chairman  from  among 
its  members.  The  powers  of  the  Board  of 
Directors  shall  be  such  powers  as  may  be  pre¬ 
scribed  in  the  charter  and  bylaws  with  the 
approval  of  the  Farm  Credit  Administration : 
Provided,  That  said  Board  without  limita¬ 
tion  of  powers  conferred  by  section  60  shall 
have  power,  subject  to  approval  of  the  Farm 
Credit  Administration,  to  appoint  and  fix 
the  compensation  of  the  chief  executive 
officer  and  such  other  officers  and  employees, 
experts,  and  consultants  as  may  be  necessary 
for  the  efficient  conduct  of  the  bank's  busi- 
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ness :  Provided  further.  That  the  chief  execu¬ 
tive  officer  of  the  bank  shall  not  be  an  officer 
or  employee  of  the  Farm  Credit  Administra¬ 
tion.” 

Sec.  106.  Section  38  of  the  Farm  Credit  Act 
of  1933  Is  amended  by  adding  at  the  end  of 
said  section  the  following  new  sentence: 
“After  the  effective  date  of  title  I  of  the  Farm 
Credit  Act  of  1955  any  amendment  in  the 
terms  of  the  charter  issued  to  any  bank  for 
cooperatives  and  any  regulation  issued  under 
authority  of  this  section  or  otherwise  affect¬ 
ing  lending  operations  of  any  such  bank  shall 
be  consistent  with  the  principle  that  the 
central  bank  shall  make  loans  only  In  cases 
where  It  is  not  practicable  for  the  loan  to  be 
made  by  a  regional  bank.” 

Sec.  107.  Section  41  of  the  Farm  Credit  Act 
of  1933,  as  amended,  is  amended  by  adding  a 
new  paragraph  as  follows: 

“Notwithstanding  any  other  provision  of 
law,  any  officer  or  employee  of  the  Farm 
Credit  Administration  or  of  any  bank  for 
cooperatives  designated  to  act  as  custodian 
of  collateral  securing  loans  made  by  any  such 
bank  to  any  cooperative  association  eligible 
to  borrow  therefrom  may,  in  accordance  with 
regulations  of  the  Farm  Credit  Administra¬ 
tion,  act  at  the  same  time  as  custodian  of 
collateral  securing  loans  made  by  any  other 
lenders  to  any  cooperative  association  eligible 
to  borrow  from  any  such  bank.” 

Sec.  108.  (a)  Section  33  of  the  Farm  Credit 
Act  of  1933  is  amended  by  striking  the  words 
“Chairman  of  the  Board”  in  the  last  sentence 
of  said  section  and  substituting  in  lieu  there¬ 
of  the  words  "Board  of  Directors.” 

(b)  Section  34  of  the  Farm  Credit  Act  of 
1933,  as  amended,  is  amended  by  striking 
the  words  “Chairman  of  its  Board  of  Direc¬ 
tors”  in  the  first  paragraph  of  said  section 
and  substituting  in  lieu  thereof  the  words 
“Farm  Credit  Administration.” 

Sec.  109.  Subsection  (a)  of  section  8  of  the 
Agricultural  Marketing  Act,  as  amended,  is 
amended  to  read  as  follows: 

“(a)  Loans  to  cooperative  associations 
made  by  any  bank  for  cooperatives  shall  bear 
such  rates  of  interest  as  the  board  of  direc¬ 
tors  of  the  bank  from  time  to  time  determine 
with  the  approval  of  the  Farm  Credit  Admin¬ 
istration,  but  in  no  case  -shall  the  rate  of 
interest  exceed  6  percent  per  annum  on  the 
unpaid  principal  of  a  loan.” 

Sec.  110.  (a)  Section  65  of  the  Farm  Credit 
Act  of  1933  is  amended  by  striking  the  word 
“regional”  in  the  first  sentence  of  said  sec¬ 
tion. 

(b)  Section  66  of  the  Farm  Credit  Act  of 
1933,  as  amended,  is  hereby  repealed. 

(c)  The  second  sentence  of  section  7  (a) 
of  the  Farm  Credit  Act  of  1953  is  hereby 
repealed. 

(d)  Section  6  of  the  act  approved  January 
23,  1932  (47  Stat.  14),  is  amended  by  adding 
immediately  following  the  comma  after  the 
word  “Act”  where  it  first  appears  the  follow¬ 
ing:  “the  Farm  Credit  Act  of  1933.” 

Sec.  111.  This  title  shall  be  applicable  to 
loans  made  before  its  effective  date  from  the 
date  on  which  they  may  be  changed  by 
agreement  to  conform  hereto,  otherwise,  ex¬ 
cept  as  provided  in  this  title,  such  loans  shall 
be  treated  as  though  this  title  had  not  been 
enacted.  Any  cooperative  association  own¬ 
ing  capital  stock  or  guaranty  fund  credits 
in  any  bank  for  cooperatives  issued  before 
the  effective  date  of  this  title  which  is  eligible 
to  vote  shall,  as  long  as  such  eligibility  con¬ 
tinues,  be  entitled  to  vote  to  the  same  extent 
as  a  holder  of  class  C  stock  which  is  eligible 
to  vote;  any  cooperative  association  owning 
such  stock  or  guaranty  fund  credits  shall  be 
entitled  to  have  such  stock  or  credits  retired 
as  though  this  title  had  not  been  enacted; 
and  any  such  association  may  with  the  con¬ 
sent  of  the  bank  have  such  stock  or  credits. 
If  it  is  found  eligible  to  own  class  B  or  class 
C  stock,  converted  in  whole  or  in  part  into 
Class  B  or  class  C  stock  or  equivalent  guar¬ 
anty  fund  credits :  Provided,  That  any  bank 


for  cooperatives  with  the  approval  of  the 
Farm  Credit  Administration  may  retire  at  any 
time  capital  stock  or  guaranty  fund  credits 
Issued  before  the  effective  date  of  this  title 
held  by  any  cooperative  association  and  may 
hold  the  proceeds  of  such  retired  stock  or 
guaranty  fund  credits  as  security  for  any 
indebtedness  of  the  association  to  the  bank. 

Sec.  112.  This  title  shall  take  effect  on  the 
first  day  of  the  month  next  following  120 
days  after  its  enactment. 

TITLE  II - PRODUCTION  CREDIT  SYSTEM 

Sec.  201.  Section  4  of  the  Farm  Credit  Act 
of  1933  is  amended  to  read  as  follows: 

“Sec.  4.  (a)  Classes  of  stock;  amount;  par 
value;  ownership;  dividends;  preference 
upon  liquidation:  Each  production  credit 
corporation  shall  have  the  following  classes 
of  stock,  all  of  which  shall  have  a  par  value 
of  $100  per  share: 

“(1)  Class  A  stock  shall  be  issued  to  and 
held  by  the  Governor  of  the  Farm  Credit 
Administration  on  behalf  of  the  United 
States  in  exchange  share  for  share  for  stock 
of  the  respective  production  credit  corpora¬ 
tions  held  by  the  Governor  on  the  effective 
date  of  title  II  of  the  Farm  Credit  Act  of 
1955.  Class  A  stock  shall  be  nonvoting  and 
no  dividends  shall  be  paid  thereon.  At  the 
end  of  each  fiscal  year,  each  of  such  cor¬ 
porations  shall  determine  the  amount  of 
class  A  stock  that  it  shall  retire,  which  shall 
not  be  less  than  10  percent  of  the  amount 
of  stock  of  the  corporation  held  by  the  Gov¬ 
ernor  on  behalf  of  the  United  States  on  the 
effective  date  of  title  II  of  the  Farm  Credit 
Act  of  1955:  Provided,  That  any  amount  re¬ 
tired  in  excess  of  such  10  percent  in  1  year 
may  be  used  to  reduce  to  that  extent  the 
amount  of  stock  required  to  be  retired  in  any 
subsequent  year.  Funds  from  the  retire¬ 
ment  of  class  A  stock  shall  be  paid  into  the 
revolving  fund  authorized  by  section  5  and 
shall  continue  to  be  available  for  the  pur¬ 
chase  of  class  C  stock  in  accordance  with 
paragraph  (3)  of  this  subsection. 

"(2)  Class  B  stock  may  be  issued  only  to 
production  credit  associations.  Such  stock 
shall  be  issued  at  par  and  no  dividends 
shall  be  paid  on  it.  Each  holder  of  class 
B  stock  shall  be  entitled  to  one  vote  for 
each  share  of  stock  held  by  it.  Each  pro¬ 
duction  credit  corporation  shall  from  time 
to  time  determine  the  amount  of  its  class 
B  stock  which  shall  be  subscribed  to  and 
purchased  by  the  production  credit  associa¬ 
tion  of  the  district.  The  minimum  amount 
of  such  stock  subscribed  to  and  purchased 
by  such  associations  shall  not  be  less  than 
an  amount  computed  as  the  sum  of  the 
following:  As  to  each  association,  3  percent 
of  the  amount  of  its  stock  held  by  persons 
other  than  the  corporation  or  $5,000,  which¬ 
ever  is  the  greater.  The  subscriptions  to 
such  stock  by  the  associations  shall  be  allo¬ 
cated  by  the  corporation  upon  an  equitable 
basis  and  the  amounts  of  subscriptions  and 
purchases  of  such  stock  by  the  associations 
may  be  adjusted  annually:  Provided,  That 
such  stock  of  a  corporation  outstanding  shall 
not  be  less  than  such  minimum.  The  stock 
ownership  requirements  of  this  subsection 
shall  also  apply  to  any  association  organized 
after  the  effective  date  of  title  II  of  the  Farm 
Credit  Act  of  1955.  In  case  of  liquidation 
or  dissolution  of  any  association,  the  stock 
of  the  corporation  owned  by  such  association 
shall  be  canceled  and  the  association  paid 
the  par  value  of  such  stock. 

“(3)  Class  C  stock  may  be  Issued  in 
amounts  approved  by  the  Farm  Credit  Ad¬ 
ministration.  The  Governor  of  the  Farm 
Credit  Administration  may  purchase  class 
C  stock  of  any  production  credit  corporation 
from  time  to  time  in  such  amounts  as  he 
determines  are  required  to  meet  the  credit 
needs  of  the  district  served  by  such  corpora¬ 
tion.  Payments  for  stock  purchased  by  the 
Governor  shall  be  made  out  of  the  revolving 


fund  authorized  by  section  5  and  such  stock 
shall  be  held  by  him  on  behalf  of  the  United 
States.  Class  C  stock  shall  be  issued  only  at 
par  and  shall  be  nonvoting.  When  declared 
by  its  board  of  directors  and  approved  by 
the  Farm  Credit  Administration,  any  such 
corporation  may  pay  dividends  on  Class  C 
stock  at  a  rate  not  exceeding  the  average 
annual  rate  of  interest  on  all  public  issues 
of  public  debt  obligations  of  the  United 
States  issued  during  the  fiscal  year  next 
before  any  such  dividend  is  so  declared,  as 
certified  to  the  Farm  Credit  Administration 
by  the  Secretary  of  the  Treasury.  Dividends 
on  class  C  stock  shall  not  be  cumulative. 
After  all  class  A  stock  has  been  retired,  class 
C  stock  may  be  called  for  retirement  at  par 
in  amounts  approved  by  the  Farm  Credit 
Administration. 

“(4)  In  the  case  of  liquidation  or  dis¬ 
solution  of  any  production  credit  corpora¬ 
tion,  after  the  payment  or  retirement,  as  the 
case  may  be,  first,  of  all  liabilities;  second, 
of  all  class  A  stock  at  par  and  all  class  C 
stock  at  par;  any  sums  remaining  shall  be 
paid  pro  rata  to  the  holders  of  outstanding 
class  B  stock. 

“(b)  Payment  of  expenses  of  production 
credit  corporations  by  production  credit 
associations :  Beginning  on  the  effective  date 
of  title  II  of  the  Farm  Credit  Act  of  1955 
expenses  of  each  production  credit  corpora¬ 
tion  shall  be  allocated  in  such  manner  and 
amounts  as  shall  be  determined  by  the  board 
of  directors  of  the  corporation  and  shall  be 
paid  by  the  production  credit  associations  of 
the  district:  Provided,  That  such  allocations 
shall  be  made  annually  and  shall  be  progres¬ 
sively  increased  in  such  manner  that  no  later 
than  the  10th  year  after  the  effective  date 
of  title  II  of  the  Farm  Credit  Act  of  1955 
all  expenses  of  the  corporation  not  covered 
by  income  of  the  corporation  shall  be  paid, 
by  such  associations. 

“(c)  Postponement  of  stock  retirement 
and  payment  of  expenses  under  special  cir¬ 
cumstances:  Notwithstanding  the  foregoing 
provisions  of  this  section — 

“(1)  the  board  of  directors  of  a  produc¬ 
tion  credit  corporation  may,  because  of  ad¬ 
verse  conditions  in  the  district,  reduce  the 
amount  of  class  A  stock  to  be  retired  dur¬ 
ing  any  year  to  the  extent  the  board  de¬ 
termines  necessary  in  order  to  meet  the 
credit  needs  of  the  district:  Provided,  That 
all  class  A  stock  of  the  corporation  shall  be 
retired  on  or  before  the  end  of  the  10th 
year  after  the  effective  date  of  title  II  of  the 
Farm  Credit  Act  of  1955;  and 


“(2)  the  board  of  directors  of  a  production 
credit  corporation  may,  because  of  adverse 
conditions  in  the  district,  defer  in  whole  or 
in  part  the  amounts  which  otherwise  would 
be  paid  by  the  production  credit  associations 
under  subsection  (b)  of  this  section  in  any 
year  to  the  extent  the  board  determines 
necessary  in  order  to  enable  the  associations 
to  provide  adequate  credit  service  to  farmers 
at  reasonable  costs:  Provided,  That  after  the 
13th  year  following  the  effective  date  of 
title  II  of  the  Farm  Credit  Act  of  1955  all 
expenses  of  the  corporation  not  covered  by 
income  of  the  corporation  shall  be  paid  by 
such  associations. 


“(d)  Any  action  by  the  board  of  directors 
of  any  production  credit  corporation  under 
the  provisions  of  this  section  shall  be  sub¬ 
ject  to  the  approval  of  the  Farm  Credit  Ad¬ 
ministration.” 


Sec.  202.  Section  21  of  the  Farm  Credit 
let  of  1933  is  amended  by  striking  out  of  the 
ifth  sentence  the  words  “all  stock  shall 
hare  in  dividend  distributions  without 
jreference”  and  substituting  therefor  the 
vords  “Dividends  may  be  paid  on  class  “ 
md  class  B  stock  without  preference  or  on 
:lass  A  stock  alone,  as  the  board  of  directors 
>f  the  association  may  determine. 

Sec.  203.  Section  22  of  the  J’tT’follows • 
Vet  of  1933  is  amended  to  read  as 
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“Sec.  22.  (a)  Each  production  credit  asso¬ 
ciation  shall,  at  the  end  of  each  fiscal  year, 
apply  the  amount  of  its  earnings  in  excess  of 
operating  expenses  (including  provision  for 
reasonable  valuation  reserves)  during  such 
fiscal  year,  first,  to  the  restoration  of  the 
impairment,  if  any,  of  capital;  and,  second, 
to  the  establishment  and  maintenance  of  a 
surplus  account,  the  minimum  amount  of 
which  shall  be  prescribed  by  the  production 
credit  corporation. 

"(b)  A  production  credit  association  may 
pay  dividends  of  not  to  exceed  7  percent  per 
annum  when  such  payments  are  approved  by 
the  production  credit  corporation  of  the  dis¬ 
trict  and  are  consistent  with  policies  estab¬ 
lished  under  regulations  issued  by  the  Farm 
Credit  Administration.” 

Sec.  204.  The  amounts  in  the  guaranty 
fund  reserve  and  the  reserve  account  for 
bad  and  doubtful  debts  of  each  production 
credit  association  shall,  as  of  the  effective 
date  of  this  title,  be  transferred  to  the  sur¬ 
plus  account  of  such  association  established 
pursuant  to  the  provisions  of  section  22  of 
the  Farm  Credit  Act  of  1933  as  amended  by 
section  203  of  this  title. 

Sec.  205.  Section  23  of  the  Farm  Credit 
Act  of  1933  is  amended  to  read  as  follows: 

“Sec.  23.  Each  production  credit  associa¬ 
tion  shall,  under  such  rules  and  regulations 
as  may  be  prescribed  by  the  production  credit 
corporation  of  the  district  with  the  approval 
of  the  Farm  Credit  Administration,  invest 
its  funds  and  make  loans  to  farmers  for  gen¬ 
eral  agricultural  purposes.  Such  loans 
shall  be  made  on  such  terms  and  conditions, 
at  such  rates  of  interest,  and  with  such  se¬ 
curity  as  may  be  prescribed  by  the  corpora¬ 
tion.  No  borrower  shall  be  indebted  to  the 
assoiciation  at  any  one  time  in  an  amount  in 
excess  of  15  percent  of  the  capital  and  sur¬ 
plus  of  the  association  unless  the  loan  has 
the  prior  approval  of  the  corporation,  or  in 
excess  of  35  percent  of  the  capital  and  sur¬ 
plus  of  the  association  unless  the  loan  also 
has  the  prior  approval  of  the  Farm  Credit 
Administration.  Borrowers  shall  be  required 
to  own,  at  the  time  the  loan  is  made,  class  B 
stock  of  the  association  in  an  amount  equal 
in  fair  book  value  (not  to  exceed  par),  as 
determined  by  the  association,  to  $5  per  $100 
or  fraction  thereof  of  the  amount  of  the  loan. 
Such  stock  shall  not  be  canceled  or  retired 
upon  payment  of  the  loan  but  may  be  trans¬ 
ferred  or  exchanged  as  provided  in  section 
21  of  this  act.” 

Sec.  206.  The  last  sentence  of  section  63 
of  the  Farm  Credit  Act  of  1933  is  hereby 
amended  to  read  as  follows;  “The  exemp¬ 
tion  provided  herein  shall  not  apply  with 
respect  to  any  production  credit  association 
or  its  property  or  income  after  the  class  A 
stock  held  in  it  by  the  production  credit 
corporation  has  been  retired,  or  with  respect 
to  the  Central  Bank  for  Cooperatives,  or 
any  production  credit  corporation  or  bank  for 
cooperatives,  or  its  property  or  income  after 
the  stock  held  in  it  by  the  United  States 
has  been  retired.” 

Sec.  207.  (a)  The  Government  Corporation 
Control  Act  is  amended  by  deleting  from 
section  101  the  following:  “production  cred¬ 
it  corporations;”;  by  inserting  “production 
credit  corporations,  (4)”  in  section  201- im¬ 
mediately  following  "(3)”;  and  by  changing 
“(4)”  to  “(5)”. 

(b)  Section  3679  of  the  Revised  Statutes, 

as  amended,  is  amended  by  striking  the  pe¬ 
riod  at  the  end  of  subsection  (d)  (2)  of  said 
section  and  adding  in  lieu  thereof  the  fol¬ 
lowing:  or  to  any  production  credit  cor¬ 

poration  organized  pursuant  to  the  Farm 
Credit  Act  of  1933.”. 

(c)  No  appropriation  Act  shall  apply  to  a 
production  credit  corporation  on  and  after 
the  effective  date  of  this  title. 

Sec.  208.  This  title  shall  become  effective 
the  first  day  of  the  fiscal  year  next  commenc¬ 
ing  after  its  enactment. 


TITLE  in — FEDERAL  LAND  BANK  SYSTEM 

Sec.  301.  Sections  3,  7,  and  8  of  the  Federal 
Farm  Loan  Act,  as  amended,  are  amended — • 

( a )  by  changing  next  to  the  last  paragraph 
of  section  3  to  read  as  follows:  “The  Farm 
Credit  Administration  shall  prescribe  a  form 
for  the  statement  of  condition  of  national 
farm  loan  associations  and  land  banks  under 
its  supervision,  which  shall  be  filled  out  by 
each  such  association  or  bank  and  trans¬ 
mitted  to  said  administration  as  required  by 
it.”; 

(b)  by  changing  the  fifth  sentence  of  the 
fourth  paragraph  of  section  7  to  read  as  fol¬ 
lows:  “B:e  shall  make  a  report  to  the  Farm 
Credit  Administration  as  required  by  it  upon 
forms  to  be  provided  for  that  purpose.”;  and 

(c)  by  deleting  the  last  sentence  of  sec¬ 
tion  8. 

Sec.  302.  The  last  paragraph  of  section  5 
of  the  Federal  Farm  Loan  Act,  as  amended, 
is  repealed. 

Sec.  303.  Section  10  of  the  Federal  Farm 
Loan  Act,  as  amended,  is  amended  by  adding 
at  the  end  thereof  a  new  paragraph  as  fol¬ 
lows: 

“Notwithstanding  any  other  provision  of 
this  act  to  the  contrary,  subject  to  the  ap¬ 
proval  of  the  Farm  Credit  Administration, 
the  investigation  and  the  written  report  or 
reports  on  the  value  of  the  security  offered 
for  a  Federal  land  bank  loan,  which  other¬ 
wise  are  required  by  this  section  to  be  made 
by  land  bank  appraisers  appointed  under 
the  authority  of  section  3  of  this  act,  may  be 
made,  in  accordance  with  appraisal  standards 
prescribed  by  the  Farm  Credit  Administra¬ 
tion,  by  any  person  (including  a  person  who 
is  secretary-treasurer  of  a  national  farm 
loan  association)  designated  so  to  do  by  the 
Federal  land  bank  of  the  district;  a  Federal 
land  bank  is  authorized  to  make  a  loan,  if 
otherwise  authorized,  on  the  basis  of  such  an 
investigation  and  report  by  a  person  so  des¬ 
ignated;  and  a  loan  so  made  shall  be  eligible 
as  collateral  for  farm  loan  bonds  under  sec¬ 
tion  19  of  this  act,  if  otherwise  qualified 
thereunder:  Provided,  That,  within  1  year, 
the  land  bank  shall  obtain  a  written  report 
on  the  security  for  the  loan  by  a  land  bank 
appraiser  appointed  under  section  3  of  this 
act,  in  terms  and  form  prescribed  by  the 
Farm  Credit  Administration,  and  such  a  loan 
shall  be  eligible  as  collateral  for  farm  loan 
bonds  thereafter  only  if  such  report  by  a  land 
bank  appraiser  establishes  that  the  security 
meets  the  standards  prescribed  by  the  Farm 
Credit  Administration  for  a  land  bank  loan, 
and  in  no  event  shall  any  such  loan  there¬ 
after  be  carried  as  such  collateral  for  bonds 
at  more  than  65  percent  of  the  normal  value 
of  the  security  as  determined  by  such  land 
bank  appraiser.  Except  as  otherwise  specifi¬ 
cally  provided  in  this  paragraph,  all  provi¬ 
sions  of  this  act  relating  to  loans  made 
through  national  farm  loan  associations 
shall,  insofar  as  applicable,  apply  with  re¬ 
spect  to  loans  made  on  such  investigations 
and  written  reports  by  such  designated  per¬ 
sons.” 

Sec.  304.  Section  12  of  the  Federal  Farm 
Loan  Act,  as  amended,  is  amended — 

(a)  by  changing  paragraph  "Fourth”  to 
read  as  follows:  “Such  loans  may  be  made 
for  general  agricultural  purposes  and  other 
requirements  of  the  owner  of  the  land  mort¬ 
gaged,  under  rules  and  regulations  of  the 
Farm  Credit  Administration.”; 

(b)  by  striking  out  the  period  at  the  end 
of  the  second  sentence  of  paragraph  “Fifth” 
and  adding  the  following:  “;  and,  consistent 
with  community  standards,  the  appraisal 
may  also  reflect  home  advantages,  and  the 
availability  to  a  typical  operator  of  the  prop¬ 
erty  of  earnings  from  other  dependable 
sources  to  supplement  the  normal  earning 
power  of  the  farm.”; 

(c)  by  striking  out  “the  raising  of  live¬ 
stock”  wherever  it  appears  in  next  to  the 
last  sentence  of  paragraph  “Sixth”  and  sub¬ 


stituting  therefor  "farming  operations”  and 
by  striking  out  of  such  sentence  “Land  Bank 
Commissioner”  and  substituting  therefor 
“Farm  Credit  Administration”;  and 

(d)  by  striking  out  “$100,000”  from  para¬ 
graph  "Seventh”  and  substituting  therefore 
“$200,000”  and  by  striking  out  of  such  sen¬ 
tence  “but  loans  to  any  one  borrower  shall 
not  exceed  $25,000  unless  approved  by  the 
Land  Bank  Commissioner. 

Sec.  305.  Paragraph  “Nineteenth”  of  sec¬ 
tion  13  of  the  Federal  Farm  Loan  Act,  as 
amended,  is  amended  by  adding  at  the  end 
thereof  a  new  sentence  as  follows:  “Such  a 
deferment  may  be  permitted  for  other  pur¬ 
poses  for  a  period  not  exceeding  5  years  under 
regulations  prescribed  by  the  Farm  Credit 
Administration.” 

Sec.  306.  (a)  That  part  of  section  23  of  the 
Federal  Farm  Loan  Act,  as  amended,  which 
precedes  the  last  paragraph,  is  amended  to 
read  as  follows:  "Every  Federal  land  bank 
shall  semiannually  carry  to  reserve  account 
a  sum  not  less  than  50  percent  of  its  net 
earnings  until  said  reserve  account  shall 
show  a  credit  balance  equal  to  the  outstand¬ 
ing  capital  stock  of  said  land  bank.  After 
said  reserve  is  equal  to  the  outstanding  capi¬ 
tal  stock  10  percent  of  the  net  earnings  shall 
be  added  thereto  semiannually  until  said 
reserve  account  shall  show  a  credit  balance 
equal  to  150  percent  of  the  outstanding  capi¬ 
tal  stock  of  said  land  bank,  and  any  land 
bank  having  a  credit  balance  in  said  reserve 
account  in  excess  of  150  percent  of  its  out¬ 
standing  capitol  stock  may  withdraw  such 
excess  from  said  reserve  account  with  the 
approval  of  the  Farm  Credit  Administration. 
Whenever  said  reserve  shall  have  been  im¬ 
paired  it  shall  be  fully  restored  before  any 
dividends  are  paid. 

“After  deducting  the  50  percent  or  the 
10  percent  hereinbefore  directed  to  be  de¬ 
ducted  for  credit  to  reserve  account,  any 
Federal  land  bank  may  declare  a  dividend 
or  dividends  to  shareholders  of  the  whole  or 
any  part  of  the  balance  of  its  net  earnings, 
but  only  with  the  approval  of  the  Farm 
Credit  Administration. 

“The  reserves  of  land  banks  shall  be  in¬ 
vested  in  accordance  with  rules  and 
regulations  prescribed  by  the  Farm  Credit 
Administration.” 

(b)  The  second  sentence  of  section  24  of 
the  Federal  Farm  Loan  Act,  as  amended,  is 
amended  by  striking  out  the  period  at  the 
end  thereof  and  adding  the  following :  “until 
said  reserve  account  shall  show  a  credit  bal¬ 
ance  equal  to  50  percent  of  the  outstanding 
capital  stock  of  said  association,  and  any 
association  having  a  credit  balance  in  said 
reserve  account  in  excess  of  50  percent  of  its 
outstanding  capital  stock  may  withdraw 
such  excess  from  said  reserve  account  with 
the  approval  of  the  Farm  Credit  Adminis¬ 
tration.”. 

(c)  The  amendments  made  by  (a)  and  (b) 
of  this  section  shall  become  effective  on  the 
next  January  1,  or  July  1,  whichever  first 
succeeds  enactment  hereof. 

Sec.  307.  Section  601  (a)  of  the  Department 
of  Agriculture  Organic  Act  of  1944  is  amend¬ 
ed  by  inserting  after  “Federal  land  banks,”, 
the  second  time  it  appears  therein,  "national 
farm  loan  associations,”;  by  striking  out 
“joint-stock  land  banks,”  wherever  it  ap¬ 
pears  therein;  and  by  striking  out  the  period 
at  the  end  thereof  and  inserting  ",  except 
that  the  amounts  apportioned  to  national 
farm  loan  associations  shall  be  assessed 
against  and  collected  from  the  Federal  land 
bank  of  the  district  which  may  in  turn  col¬ 
lect  such  amounts  from  the  associations  in 
a  manner  approved  by  the  Farm  Credit 
Administration.  ”. 

TITLE  rv - MISCELLANEOUS  PROVISIONS 

Sec.  401.  Section  5  (d)  of  the  Farm  Credit 
Act  of  1937,  as  amended,  is  amended — 
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(a)  by  substituting  “six  months'*  for 
“three  months”  wherever  it  occurs  in  para¬ 
graph  (2)  thereof;  and 

(b)  by  adding  at  the  end  thereof  a  new 
paragraph  as  follows: 

“(4)  As  directed  by  the  Farm  Credit  Ad¬ 
ministration,  the  election  of  a  director  un¬ 
der  section  5  (d)  (2)  by  any  group  may  be 
begun  any  time  within  6  months  before  the 
expiration  of  the  term  of  office  to  which  the 
director  is  to  succeed,  subject  to  the  required 
determination  being  made  as  of  the  date  6 
months  before  the  expiration  of  such  term 
of  office  that  a  director  so  elected  by  such 
group  is  to  serve  in  lieu  of  a  district  di¬ 
rector  (or  third  district  director).” 

Sec.  402.  Section  4  of  the  Farm  Credit  Act 
of  1953  is  amended — 

(a)  by  inserting  in  the  first  proviso  in  sub¬ 
section  (a)  “all  persons  so  tied  shall  be 
considered  designated  as  nominees”  in  lieu 
of  “the  procedure  prescribed  therein  shall  be 
followed  again  until  the  tie  is  broken”; 

(b)  by  inserting  before  the  period  at  the 
end  of  the  second  sentence  of  subsection  (b) 
",  except  that  one  full  term  of  6  years 
shall  be  considered  to  include  an  additional 
4  months  if  the  particular  term  is  one  which 
was  legally  extended  for  an  additional  4 
months”;  and 

(c)  by  adding  the  following  additional 
sentence  at  the  end  of  subsection  (c) :  “All 
terms  of  office  which  otherwise  would  expire 
on  November  30  of  any  year  following  enact¬ 
ment  of  this  sentence  are  extended  4  months 
to  expire  on  the  following  March  31  so  that 
the  term  of  office  of  all  successors  to  the 
terms  so  extended  shall  begin  with  the  first 
day  of  April.” 

Sec.  403.  (1)  If  any  provision  of  this  act, 
or  the  application  thereof  to  any  person  or 
circumstance,  is  held  invalid,  the  remainder 
of  the  act,  and  the  application  of  such  pro¬ 
visions  to  other  persons  or  circumstances, 
shall  not  be  affected  thereby. 

(b)  The  right  to  alter,  amendment,  or 
repeal  this  act  is  hereby  expressly  reserved. 

Mr.  POAGE  (interrupting  the  reading 
of  the  bill) .  Mr.  Chairman,  I  ask  unan¬ 
imous  consent  that  the  further  read¬ 
ing  of  the  bill  be  dispensed  with  and 
that  it  be  open  to  amendment  at  any 
point. 

The  CHAIRMAN.  Is  there  objection 
to  the  request  of  the  gentleman  from 
Texas? 

There  was  no  objection. 

The  CHAIRMAN.  The  Clerk  will  re¬ 
port  the  committee  amendments. 

The  Clerk  read  as  follows: 

Committee  amendments: 

Page  10,  line  14,  after  “Sec.  103”,  Insert 
“(a).” 

Page  12,  line  9,  strike  out  “offective”  and 
Insert  “effective.” 

Page  12,  beginning  on  line  20,  strike  out 
“pro  rata  in  accordance  with  the  second  sen¬ 
tence  of  subsection  (c)  of  this  section.” 

Page  13,  beginning  on  line  19,  strike  out 
the  remainder  of  page  13,  all  of  page  14,  and 
through  line  2  on  page  15,  and  insert: 

“(c)  Application  of  Assets  on  Liquidation 
or  Dissolution:  In  the  case  of  liquidation  or 
dissolution  of  any  bank  for  cooperatives,  after 
the  payment  or  retirement,  as  the  case  may 
be,  first,  of  all  liabilities;  second,  of  all  capital 
stock  issued  before  the  effective  date  of  title 
I  of  the  Farm  Credit  Act  of  1955  held  by  co¬ 
operative  associations  at  par,  all  class  A  stock 
at  par,  and  all  class  B  stock  at  par;  and  third, 
of  all  class  C  stock  at  par;  any  surpluses  and 
contingency  reserves  existing  on  the  effective 
date  of  said  title  I,  shall  be  paid  to  the  hold¬ 
ers  of  outstanding  capital  stock  issued  before 
the  effective  date  of  said  title  I,  class  A  stock 
and  class  C  stock  pro  rata,  and  any  remaining 
surplus  and  contingency  reserves  shall  be  dis¬ 
tributed  to  those  entities  to  which  they  are 


allocated  on  the  books  of  the  bank.  If  it 
should  become  necessary  to  use  any  surplus 
or  contingency  reserves  to  pay  any  liabilities 
or  to  retire  any  capital  stock,  allocated  con¬ 
tingency  reserves  and  surplus  shall  be  ex¬ 
hausted  first  in  accordance  with  rules  pre¬ 
scribed  by  the  Farm  Credit  Administration.” 

“(b)  For  purposes  of  applying  the  amend¬ 
ment  in  subsection  (a)  of  this  section,  that 
part  of  the  fiscal  year  1956  preceding  the 
effective  date  of  title  I  of  this  Act  and  that 
part  of  such  year  following  said  effective  date 
shall  be  deemed  to  be  separate  fiscal  years.” 

Page  16,  line  23,  strike  out  “three”  and  in¬ 
sert  “six.” 

Page  17,  line  19,  strike  out  “three”  and  in¬ 
sert  “six.” 

Page  23,  beginning  on  line  14,  strike  out 
all  of  section  201,  through  page  28,  line  8, 
and  renumber  following  sections  to  conform. 

Page  30,  beginning  on  line  20,  strike  out 
all  of  sections  207  and  208,  through  page  31, 
line  8. 

Page  34,  line  10,  strike  out  "therefore”  and 
Insert  “therefor.” 

Page  34,  line  13,  strike  out  the  period  at 
the  end  of  subsection  (d)  and  insert  “and 
substituting  ‘but  loans  to  any  one  borrower 
shall  not  exceed  $100,000  unless  approved  by 
the  Farm  Credit  Administration’,”. 

Page  35,  line  10,  strike  out  “capitol”  and 
insert  “capital.” 

Page  37,  line  2,  after  “Sec.  401.”  strike  out 
through  and  including  the  colon  on  line  8, 
and  insert: 

“(a)  Section  5  (b)  of  the  Farm  Credit  Act 
of  1937,  as  amended,  is  amended  by  changing 
the  sixth  sentence  thereof  to  read  as  follows : 

“  ‘After  the  date  of  enactment  of  the  Farm 
Credit  Act  of  1955,  no  person  shall  be  eligible 
for  election  or  appointment  to  membership 
on  said  Board  if  such  person  has  within  one 
year  next  preceding  the  commencement  of 
the  term  been  a  salaried  officer  or  employee 
of  the  Farm  Credit  Administration,  or  a 
salaried  officer  or  employee  of  any  corpora¬ 
tion  operating  under  the  supervision  of  the 
Farm  Credit  Administration.’ 

“(b)  Section  5  (d)  of  the  Farm  Credit  Act 
of  1937,  as  amended,  is  amended — • 

“(1)  by  substituting  ‘six  months’  for  ‘three 
months’  wherever  it  occurs  in  paragraph  (2) 
thereof;  and 

“(2)  by  adding  at  the  end  thereof  a  new 
paragraph  as  follows”: 

Page  38,  line  9,  strike  out  "this  sentence” 
and  insert  “the  Farm  Credit  Act  of  1955.” 

The  committee  amendments  were 

The  CHAIRMAN.  Under  the  rule,  the 
Committee  rises. 

Accordingly  the  Committee  rose;  and 
the  Speaker  pro  tempore,  Mr.  McCor¬ 
mack,  having  assumed  the  chair,  Mr. 
Price,  Chairman  of  the  Committee  of 
the  Whole  House  on  the  State  of  the 
Union,  reported  that  that  Committee, 
having  had  under  consideration  the  bill 
(H.  R.  5168)  to  provide  for  retirement 
of  the  Government  capital  in  certain  in¬ 
stitutions  operating  under  the  super¬ 
vision  of  the  Farm  Credit  Administra¬ 
tion;  to  increase  borrower  participation 
in  the  management  and  control  of  the 
Federal  Farm  Credit  System;  and  for 
other  purposes,  pursuant  to  House  Reso¬ 
lution  298,  he  reported  the  bill  back  to 
the  House  with  sundry  amendments 
adopted  by  the  Committee  of  the  Whole. 

The  SPEAKER  pro  tempore.  Under 
the  rule,  the  previous  question  is  ordered. 

Is  a  separate  vote  demanded  on  any 
amendment?  If  not,  the  Chair  will  put 
them  en  gros. 

The  amendments  were  agreed  to. 


The  SPEAKER  pro  tempore.  The 
question  is  on  the  engrossment  and  third 
reading  of  the  bill. 

The  bill  was  ordered  to  be  engrossed 
and  read  a  third  time,  and  was  read  the 
third  time. 

The  SPEAKER  pro  tempore.  The 
question  is  on  the  passage  of  the  bill. 

The  bill  was  passed. 

A  motion  to  reconsider  was  laid  on  the 
table. 


DISPENSING  WITH  CALENDAR 
WEDNESDAY 

Mr.  ALBERT.  Mr.  Speaker,  I 
unanimous  consent  that  the  business  in 
order  on  Calendar  Wednesday  ovthis 
week  be  dispensed  with. 

The  SPEAKER  pro  tempore.  As  there 
objection  to  the  request  of  the  gentle¬ 
man  from  Oklahoma?  / 

There  was  no  objection.  / 

CITIZENS  ADVISORY '  COMMITTEE 
ON  THE  FOOD  AND  DRUG  ADMIN¬ 
ISTRATION  RECOMMENDS  THREE¬ 
FOLD  TO  FOURFOLD  EXPANSION 
OF  AGENCY’S  ,  W ORK 

(Mrs.  SULLIVAN  asked  and  was  given 
permission  to/address  the  House  for  1 
minute  and.Ao  revise  and  extend  her 
remarks.) 

Mrs.  SULLIVAN.  Mr.  Speaker,  for 
many  years — from  1939  to  1953 — there 
was  a  ^steady  growth  in  the  amount  of 
funds'  appropriated  each  year  for  the 
Foo d  and  Drug  Administration,  now  a 
of  the  Department  of  Health,  Edu- 
>n,  and  Welfare.  Appropriations 
•eached  an  all-time  high  of  about 
1,000  in  the  last  two  budgets  sub- 
1  by  President  Truman.  The  new 
listration,  however,  apparently  was 
not  tdo  sure  of  the  value  of  the  work  of 
this  agency,  for  in  the  1954  fiscal  year 
the  amount  for  the  Food  and  Drug  Ad- 
ministratidp  was  reduced  by  $400,000,  or 
nearly  8  percent.  The  following  year, 
that  is  for  thy  fiscal  year  which  just 
ended,  the  Food  and  Drug  Administra¬ 
tion  was  reduced  (in  additional  $100,000. 

Many  of  us,  Mr.  Speaker,  warned  last 
year  and  the  year  before  that  we  were 
providing  insufficient  \unds  for  so  vital 
a  program  of  government — and  one 
which  affects  the  health\»f  every  man, 
woman,  and  child  in  the  United  States. 
The  Secretary  of  Health,  Eddyation,  and 
Welfare,  however,  suggested  trad;  instead 
of  appropriating  more  money  \for  the 
Food  and  Drug  Administration,  we  ap¬ 
propriate  nearly  $90,000  for  studies 
within  the  Department,  of  which  nearly 
$50,000  would  be  for  a  study  of  the  Food 
and  Drug  Administration — to  assess  ob\ 
jectively  the  various  programs  and  poli-  \ 
cies  of  the  Food  and  Drug  Administra¬ 
tion  and  to  determine  whether  the 
agency  was  properly  and  fairly  regu¬ 
lating  business  as  well  as  protecting  the 
consumer,  or  whether  it  was  engaging  in 
unnecessary  interference  with  business. 

At  the  time  of  action  last  year  on  the 
supplemental  appropriation  bill  which 
contained  these  funds  for  a  study  of  the 

Food  and  Drug  Administration,  I  had 

serious  misgivings  about  the  p  P 
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for  tltis  reason:  It  was  perfectly  obvious 
to  all  of  us  in  the  Congress  who  have 
taken  aminterest  in  the  Food  and  Drug 
Administration  and  in  its  work  that  this 
agency  was\l being  starved  for  lack  of 
funds  in  doing  its  work  to  protect  the 
consumers;  itNvas  obvious,  I  thought, 
that  any  objective  study  would  merely 
confirm  this  viewMherefore,  if  we  were 
going  to  appropriate,  additional  funds  in 
connection  with  food  land  drug  activities, 
it  would  be  much  morX  effective  to  pro¬ 
vide  funds  which  could\e  used  to  hire 
additional  inspectors  and  enforcement 
personnel  rather  than  to  tell  us  what  we 
already  knew.  \ 

COMMITTEE  REPRESENTATIVE  OP  AO,  GROUPS 

I  still  feel,  Mr.  Speaker,  that\we  did 
not  need  a  committee  of  distinguished 
Americans  to  tell  us  that  the  Food'-, and 
Drug  Administration  has  not  been  Get¬ 
ting  sufficient  funds  to  do  its  job  prop¬ 
erly.  But  since  such  a  committee  was' 
appointed  to  make  a  study,  I  think  that 
not  only  the  Congress  but  the  Depart¬ 
ment  of  Health,  Education,  and  Welfare 
should  immediately  take  steps  to  carry 
out  the  recommendations  of  the  com¬ 
mittee. 

This  committee  was  headed  by  Mr. 

G.  Cullen  Thomas,  vice  president  of 
General  Mills.  Its  members  included 
the  following: 

Mr.  Frank  W.  Abrams,  former  chair¬ 
man  of  the  board,  Standard  Oil  Com¬ 
pany  of  New  Jersey;  Miss  Catherine 
Dennis,  president,  American  Home  Eco¬ 
nomics  Association;  Dr.  Harry  Dowling, 
professor  of  medicine,  University  of  Illi¬ 
nois;  Mr.  Charles  Wesley  Dunn,  presi¬ 
dent,  the  Food  Law  Institute,  Inc.;  Mr. 
Robert  A.  Hardt,  vice  president,  Hoff- 
man-La  Roche,  Inc.;  Dr.  Leonard  A. 
Maynard,  director,  School  of  Nutrition, 
Cornell  University;  Mr.  Lee  W.  Minton, 
president,  Glass  Bottle  Blowers  Union, 
American  Federation  of  Labor;  Mrs. 
Grace  D.  Nicholas,  executive  director, 
General  Federation  of  Womens  Clubs; 
Dr.  Charles  Franklin  Poe,  dean,  College 
of  Pharmacy,  University  of  Colorado; 
Mr.  Herbert  N.  Riley,  vice  president, 

H.  J.  Heinz  Co.;  Mr.  Walter  F.  Silbeiy 
sack,  president,  American  Home  Prod”- 
ucts  Co.;  Judge  Patrick  T.  Stone,  United 
States  district  judge,  United  States/Dis¬ 
trict  Court,  Wisconsin;  and  Mr.  H/Greg- 
ory  Thomas,  president,  Chanel,  Tnc.: 

It  will  be  noted,  Mr.  Speaker,  that  a 
number  of  the  members  of  thfs  commit¬ 
tee  are  officials  of  industries/regulated  by 
the  Food  and  Drug  Administration,  and 
that  the  committee  itselfnncludes  repre¬ 
sentatives  of  business  generally,  and  la¬ 
bor,  and  consumer  gnzrnps,  medicine  and 
pharmacy,  and  the  Federal  bench. 

RESOURCES  WOEFULLY  INADEQUATE 

After  working /n  the  assignment  given 
them  at  their  hrlitial  meeting  February  3 
by  the  Secre^&ry  of  Health,  Education, 
and  Welfare?  the  Citizens  Advisory  Com¬ 
mittee  on /he  Food  and  Drug  Adminis¬ 
tration  reports  that  the  resources  of  the 
Food  ana  Drug  Administration  “are  woe¬ 
fully  inadequate  to  discharge  its  present 
responsibilities.’’ 

Hr  adds: 

JThe  Food  and  Drug  Administration  now 
p  insufficient  funds,  staff,  and  facilities  to 
fneet  its  essential  responsibility  of  protecting 
tlie  public  health.  This  serious  deficiency 


should  be  corrected  by  increased  appropria¬ 
tions;  by  the  addition  of  needed  personnel, 
including  the  employment  of  key  senior 
members  and  the  upgrading  of  key  staff  po¬ 
sitions;  and  by  the  addition  of  needed  mod¬ 
ern  equipment  and  other  operating  facilities. 

The  required  expansion  in  personnel  and 
facilities  is  between  a  three  and  fourfold  one, 
within  5  years  to  10  years;  such  expansion 
should  be  progressively  authorized  by  in¬ 
creased  appropriations,  as  fast  as  it  can  be 
absorbed  from  an  efficient  organizational 
standpoint.  The  increased  appropiration 
each  year  should  be  based  on  an  evaluation 
of  the  record  of  the  FDA  in  the  past  year, 
and  its  need  in  the  next  year;  and  a  small 
ad  hoc  citizens  advisory  committee  may  well 
be  appointed  by  the  Secretary  each  year,  to 
aid  in  this  evaluation. 

In  the  first  year,  a  budget  increase  of  from 
10  to  20  percent  over  that  for  1956  will  be 
needed  to  initiate  the  5-  to  10-year  expanded 
program  on  a  constructive  basis. 

That,  Mr.  Speaker,  is  the  essence  of  a 
really  excellent,  thoroughgoing  compre- 
,  hensive  91 -page  report  with  many  pages 
'•of  additional  information  in  the  appen¬ 
dix  which  was  submitted  on  June  30  by, 
Chairman  Thomas  on  behalf  of  the 
Citizens’  Committee  to  Mrs.  Oveta  Cm p 
Hobbyv  Secretary  of  Health,  Education, 
and  WOffare.  / 

FDA  RE&LTLATES  $60  BILLION  INDUSTRIES 

Step  by\  step,  the  committee  went 
through  thX  various  programs  of  the 
agency,  and  na  nearly  evevy  single  in¬ 
stance  found  the  Food  and/Drug  Admin¬ 
istration  trying  N  do  itsiJest — often  un¬ 
der  the  most  frightful ^conditions  of  in¬ 
sufficient  funds  and  l&trsonnel  and  facil¬ 
ities — to  protect  the/fW>ple  of  this  coun¬ 
try  from  adulterated\or  misbranded 
drugs  and  device^;  adulterated  and  mis¬ 
branded  foods jsv  cosmetic?— from  dan¬ 
gerous  products  and  also  from  fraudu¬ 
lent  practices.  It  found  thak  the  Food 
and  Drug  Administration  was  doing  very 
little  to  protect  the  consumer  froin  being 
cheated/  by  misbranded  cosmetics  or 
short  height  or  deceptive  containeiA.be- 
causpr  it  just  did  not  have  the  fundsNpr 
that  kind  of  work.  It  found  that  the 
Ffrod  and  Drug  Administration  cannor 
Jtfegin  to  cover  the  100,000  establishments 
'within  its  jurisdiction  handling  food, 
drugs,  and  cosmetics  and  subject  to  in¬ 
spection  and  regulation — a  $60  billion-a- 
year  responsibility. 

It  found  that  almost  half  of  the  highly 
potent  drugs  available  today,  and  whose 
purity  must  be  protected  by  the  Food 
and  Drug  Administration,  were  unknown 
15  years  ago;  that  the  output  of  frozen 
foods  has  more  than  tripled  in  the  last 
7  years.  It  found  that  Congress  over  the 
years  has  been  giving  the  Food  and  Drug 
Administration  more  responsibilities  in 
more  fields,  but  that  we  are  not  provid¬ 
ing  equivalent  funds — in  fact,  in  terms 
of  purchasing  power  of  the  dollar,  the 
Food  and  Drug  Administration  is  little 
better  off  this  year  than  it  was  in  1938 
before  its  funds  began  to  increase.  Con¬ 
sequently  there  has  been  a  15-percent 
reduction  in  personnel  in  the  last  few 
years. 

SULLIVAN  BELL  ADDS  $1,096,800  FOR  FDA 

Mr.  Speaker,  to  me  this  means  one 
thing:  We  must  immediately  take  steps 
to  put  this  vital  agency  of  Government 
on  an  efficient  and  effective  basis  of  op¬ 
eration.  The  committee  recommends  a 
threefold  or  fourfold  increase  in  its  funds 
within  the  next  5  or  10  years — that 


would  mean  a  budget  of  from  $15  to^$20 
million  a  year,  rather  than  a  little/more 
than  $5  million.  But  as  all  of  uyuamil- 
iar  with  this  problem  know,  there  is  the 
problem  of  absorbing  chemisjss  and  in¬ 
spectors  and  other  trained /people  into 
such  a  highly  technical  type  of  work; 
you  cannot  expand  overnight.  You  have 
to  train  people  for  the^ork.  The  com¬ 
mittee,  therefore,  recommends  an  imme¬ 
diate  10  to  20  percent  increase  in  f-unds 
for  the  first  year  off  such  an  expanded 
program.  / 

Mr.  Speaker ,z  have  today  introduced 
a  bill  for  an/additional  appropriation 
for  the  current  fiscal  year  for  the  Food 
and  Drug  .Administration  of  $1,096,800, 
an  amount  just  20  percent  of  the  1956 
fiscal  year  appropriation,  so  that  the 
Food  and  Drug  Administration  can  be¬ 
gin  iihmediately  “to  take  the  necessary 
steps  to  expand  its  work  and  its  person¬ 
nel  along  the  lines  suggested  by  the 
Citizens  Advisory  Committee.  Although 
/the  Citizens  Committee  reported  to  Mrs. 
Hobby  on  June  30  recommending  a  sub¬ 
stantial  expansion  in  the  funds  of  the 
Food  and  Drug  Administration  so  that 
it  could  begin  hiring  additional  person¬ 
nel,  I  have  not  as  yet  heard  that  any 
request  has  been  sent  to  the  Congress 
by  the  Department  of  Health,  Education 
and  Welfare  for  a  supplemental  appro¬ 
priation. 

The  Advisory  Committee.  Mr.  Speaker, 
made  clear  all  through  its  report  that 
this  expansion  in  the  funds  and  person¬ 
nel  of  the  Food  and  Drug  Administration 
was  urgent.  It  made  clear  that  legiti¬ 
mate,  responsible  business,  including  the 
major  food,  drug  and  cosmetics  firms  in 
this  country,  endorsed  the  work  of  the 
Food  and  Drug  Administration  and  value 
the  protection  of  this  agency  both  to 
the  consumer  and  to  legitimate  business. 

Therefore,  Mr.  Speaker,  let  us  not  fool 
around  for  another  year  on  this  matter, 
as  was  done  last  year.  I  hope  the  Secre¬ 
tary  of  Health,  Education  and  Welfare 
will  agree  to  act  on  these  recommenda¬ 
tions  of  her  Advisory  Committee  on  the 
\Food  and  Drug  Administration,  and  that 
&he  will  initiate  the  steps  necessary  to 
have  the  President  send  to  Congress  a 
forn^al  request  for  a  supplemental  ap¬ 
propriation.  But  whether  this  is  done 
or  notN  think  we  in  the  Congress  should 
act  promptly.  I  urge  the  Appropriations 
Committed  to  consider  my  bill  as  soon 
as  possibleXo  that,  before  this  session 
of  Congress  adjourns,  we  can  put  through 
a  supplemental  appropriation  for  the 
Food  and  Dru^Administration  to  ini¬ 
tiate  and  that  is  dll  we  would  be  doing, 
to  initiate — on  aN  efficient  organiza¬ 
tional  basis  as  recommended  by  the  Ad¬ 
visory  Committee  the  Nfirst  steps  toward 
an  eventual  threefold  orsfourfold  expan¬ 
sion  in  the  work  and  facilities  and  per¬ 
sonnel  of  the  Food  and  DSug  Adminis¬ 
tration.  X 

The  bill  is  as  follows:  \ 

H.  R.  7287  \ 

A  bill  making  additional  appropriations  for 
functions  of  the  Food  and  Drug  Aamin- 
Istration  for  the  year  ending  Jun^dlO, 
1956,  to  Initiate  a  program  of  expansion 
and  improvement  of  services  to  help  safeV 
guard  the  health  of  the  American  people. 
Be  it  enacted,  etc.,  That  in  order  to  make 
possible  on  an  efficient  organizational  basis 
an  Immediate  start  on  a  fourfold  expansion 
of  the  personnel  and  facilities  of  the  Food 
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IN  THE  SENATE  OF  THE  UNITED  STATES 

July  13, 1955 

Eead  twice  and  referred  to  the  Committee  on  Agriculture  and  Forestry 


AN  ACT 

To  provide  for  retirement  of  the  Government  capital  in  certain 
institutions  operating  under  the  supervision  of  the  Farm 
Credit  Administration;  to  increase  borrower  participation 
in  the  management  and  control  of  the  Federal  Farm  Credit 
System;  and  for  other  purposes. 

1  Be  it  enacted  by  the  Senate  and  House  of  Representa- 

2  tives  of  the  United  States  of  America  in  Congress  assembled , 

3  That  this  Act  may  be  cited  as  the  “Farm  Credit  Act  of 

4  1955”. 

5  TITLE  I— BANKS  FOB  COOPEBATIVES 

6  Sec.  101.  Section  42  of  the  Farm  Credit  Act  of  1933, 

I  as  amended,  is  amended  to  read  as  follows : 


I 


O 


l  “Sec.  42.  (a)  Classes  of  Stock;  Ownership; 

o  Voting  Rights;  Dividends;  and  Retirement  of 

3  Stock. — Except  as  provided  in  section  111  of  the  Farm 

4  Credit  Act  of  1955,  each  regional  bank  for  cooperatives  shall 

5  have  the  following  classes  of  stock,  all  of  which  shall  have  a 
q  par  value  of  $100  per  share: 

7  “  ( 1 )  Class  A  stock  shall  be  issued  to  and  held  by  the 

g  Governor  of  the  Farm  Credit  Administration  on  behalf  of 
9  the  United  States,  and  stock  of  such  banks  held  by  the 

10  Governor  on  the  effective  date  of  title  I  of  the  Farm  Credit 

11  Act  of  1955  shall  be  exchanged,  share  for  share,  for  class 

12  A  stock  of  the  respective  banks.  Class  A  stock  shall  be  non- 

13  voting  and  no  dividends  shall  be  paid  thereon.  At  the  end 

14  of  each  fiscal  year,  each  of  such  banks,  subject  to  the  pro- 

15  visions  of  sections  33  and  40,  shall  determine  the  amount 
1G  of  class  A  stock  that  shall  be  retired  at  par  by  that  bank. 

17  The  minimum  amount  of  class  A  stock  that  shall  be  retired 

18  shall  be  the  equivalent  in  dollar  value  of  the  amoimt  of 

19  class  C  stock  issued  for  that  year,  except  that  class  C  stock 

20  issued  by  a  regional  bank  on  account  of  class  C  stock  issued 

21  to  it  by  the  central  bank,  class  C  stock  issued  by  a  regional 

22  bank  in  exchange  for  class  B  stock  the  proceeds  of  which 

9  •  O  v*  I.  X  ’  *  Jk  . # 

23  were  used  to  retire  an  equivalent  amount  of  class  A  stock, 

24  and  class  C  stock  issued  by  a  regional  bank  in  exchange 


3 


1  for  capital  stock  of  the  bank  outstanding  on  the  effective 

2  date  of  title  I  of  the  Farm  Credit  Act  of  1955,  shall  not 

3  be  included  in  such  bank’s  calculation.  Any  amount  of 

4  class  A  stock  retired  in  excess  of  such  minimum  amount  in 

5  one  year  may  be  used  to  reduce  to  that  extent  the  amount 

6  of  such  stock  required  to  be  retired  in  any  subsequent  year. 

7  Funds  from  the  retirement  of  class  A  stock  shall  be  paid 

8  into  the  revolving  fund  authorized  by  the  Agricultural  Mar- 

9  keting  Act,  as  amended,  and  shall  continue  to  be  available 

10  for  the  purchase  of  class  A  stock  in  the  banks  in  accordance 

11  with  sections  33  and  40. 

12  “  (2)  Class  B  stock  may  be  issued  in  series  and  amounts 

13  approved  by  the  Farm  Credit  Administration,  and  may  be 

14  sold  or  transferred  to  any  person  subject  to  the  approval 

15  of  the  issuing  bank.  Such  stock  shall  be  issued  only  at  par 

16  and  shall  be  nonvoting.  Any  bank  may  pay  dividends  of 

17  not  to  exceed  4  per  centum  per  annum  on  class  B  stock 

18  if  declared  by  the  board  of  directors  and  approved  by  the 

19  Farm  Credit  Administration  and  if  the  surplus  account  of 

20  the  bank,  after  payment  of  such  dividends,  will  not  be  less 

21  than  25  per  centum  of  the  sum  of  all  its  outstanding  capital 

22  stock.  Dividends  on  class  B  stock  shall  not  be  cumulative, 

23  but  no  bank  shall  distribute  in  any  year  any  of  its  net 

24  savings  as  patronage  refunds  as  provided  in  section  36  (a) 
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unless  for  that  year  a  dividend  of  at  least  2  per  centum 
is  declared  and  paid  upon  outstanding  class  B  stock  of  the 
bank.  Each  series  of  class  B  stock  shall  be  issued  only 
with  the  approval  of  the  Farm  Credit  Administration  and 
shall  cany  on  the  face  of  each  certificate  a  statement  of 
the  maximum  dividend  which  may  be  declared  and  paid 
thereon  and  of  the  minimum  dividend  which  shall  be  de¬ 
clared  and  paid  thereon  before  the  bank  may  distribute 
any  of  its  net  savings  as  patronage  refunds :  Provided, 
That  such  maximum  and  minimum  dividends  may  be  the 
same  amount.  After  all  class  A  stock  has  been  retired, 
class  B  stock  may  be  called  for  retirement  at  par  with  the 
approval  of  the  Farm  Credit  Administration  and  shall  be 
called  in  such  maimer  that  the  oldest  outstanding  stock  at 
any  given  time  will  be  retired  first.  Any  holder  of  class 
B  stock  whose  stock  has  been  called  for  retirement  may 
elect,  with  the  approval  of  the  issuing  bank,  to  leave  his 
stock  in  the  bank  subject  to  its  being  included  in  the  next 
call  for  retirement. 

“(3)  Class  C  stock,  except  as  approved  by  the  Farm 
Credit  Administration  and  consented  to  by  the  issuing  bank, 
may  be  issued  only  to  banks  for  cooperatives  and  farmers’ 
cooperative  associations  as  defined  in  section  15  (a)  of  the 
Agricultural  Marketing  Act,  as  amended.  Such  stock  may 
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be  issued  in  fractional  shares,  shall  be  issued  at  its  fair  book 
value  not  exceeding  par,  as  determined  by  the  bank,  and  no 
dividends  shall  be  paid  on  it.  Each  holder  of  one  or  more 
shares  of  class  C  stock  which  is  eligible  to  borrow  from  a 
bank  for  cooperatives  shall  be  entitled  to  one  vote  only: 
Provided,  That  any  such  holder  which  within  the  period  of 
two  years  next  preceding  a  date,  fixed  by  the  Farm  Credit 
Administration,  prior  to  commencement  of  the  voting  has  not 
been  a  borrower  from  a  bank  of  which  it  holds  class  C  stock 
shall  not  be  entitled  to  vote.  From  time  to  time  each  bank 
for  cooperatives  shall  obtain  information  concerning  its  class 
C  stockholders  to  determine  whether  they  continue  to  be 
eligible  to  borrow  from  the  bank  and  to  vote.  Any  class  C 
stockholder  found  by  the  bank  to  be  ineligible  to  borrow 
shall  not  be  entitled  to  vote  until  its  eligibility  is  reestab¬ 
lished  to  the  satisfaction  of  the  bank.  Whenever  in  section 
5  of  the  Farm  Credit  Act  of  1937,  as  amended,  and  section  4 
(a)  of  the  Farm  Credit  Act  of  1953,  provision  is  made  for  a 
nomination  or  election  by  cooperatives  which  are  stock¬ 
holders  or  subscribers  to  the  guaranty  fund  of  any  bank  for 
cooperatives  the  term  ‘cooperatives  which  are  stockholders 
or  subscribers  to  the  guaranty  fund’  or  the  equivalent  of  that 
term,  shall  mean  such  cooperatives  which  are  eligible  to  vote. 
Each  borrower  from  a  bank  for  cooperatives  shall  be  required 


1  to  own  at  the  time  the  loan  is  made  at  least  one  share  of 

2  class  C  stock.  The  purchase  price  of  such  stock  may  he 

3  retained  out  of  the  loan.  In  addition,  each  borrower  as 

4  defined  by  the  Farm  Credit  Administration  for  purposes  of 

5  this  sentence,  shall  be  required  to  invest  quarterly  in  class 

6  C  stock  an  amount  equal  to  not  less  than  10  nor  more  than 

7  25  per  centum,  as  prescribed  by  the  hoard  of  directors  of 

8  the  bank  with  the  approval  of  the  Farm  Credit  Administra- 

9  tion,  of  the  amount  of  interest  payable  by  it  to  the  bank 

10  during  the  calendar  quarter.  Payments  for  such  stock  shall 

11  be  made  quarterly  or  when  the  regular  interest  payments 

12  of  the  borrower  are  pa}Table,  but  the  stock  shall  he  issued 

13  to  the  borrower  as  of  the  end  of  each  fiscal  year  in  the  amount 

14  of  the  payments  for  stock  made  by  it  during  the  year.  Each 

15  regional  bank  shall  purchase  at  least  one  share  of  class  C 
1G  stock  of  the  central  bank.  In  addition,  the  regional  hank 

17  shall  be  required  to  invest  quarterly  in  class  C  stock  of  the 

18  central  bank  an  amount  equal  to  not  less  than  10  nor  more 

19  than  25  per  centum,  as  prescribed  by  the  board  of  directors 

20  of  the  central  bank  with  the  approval  of  the  Farm  Credit 

21  Administration,  of  the  amount  of  interest  payable  by  the 

22  regional  hank  to  the  central  bank  during  the  calendar  quarter 

23  by  reason  of  any  interest  purchased  by  the  central  bank  in 

24  a  loan  made  by  the  regional  bank.  Payments  for  such  stock 

25  shall  he  made  to  the  central  bank  and  the  stock  shall  he 
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issued  to  the  regional  bank  in  the  same  manner,  insofar  as 
practicable,  as  is  provided  in  this  section  for  payments  for 
and  issuance  of  stock  on  account  of  loans  by  the  regional 
bank  in  which  the  central  hank  does  not  purchase  any 
interest.  Subject  to  rules  prescribed  by  the  board  of  directors 
of  the  lending  bank  with  the  approval  of  the  Farm  Credit 
Administration  a  borrower  may  convert  class  B  stock  into 
class  C  stock  for  the  purpose  of  making  the  investment  in 
class  C  stock  required  by  this  paragraph.  After  retirement 
of  all  class  A  stock,  class  C  stock  also  may  be  retired  at  par 
by  calling  the  oldest  outstanding  class  C  stock,  but  class  C 
stock  that  was  issued  for  a  fiscal  year  period  shall  not  be 
called  for  retirement  until  all  class  B  stock  that  was  issued 
during  or  prior  to  that  fiscal  year  has  been  called  for 
retirement. 

“(b)  Guaranty  Fund  Subscriptions  in  Lifu  of 
Stock. — If  a  cooperative  association  is  not  authorized  under 
the  laws  of  the  State  in  which  it  is  organized  to  take  stock 
in  the  bank,  the  bank  shall,  in  lieu  thereof,  require  the  asso¬ 
ciation  to  pay  into  or  have  on  deposit  in  a  guaranty  fund  of 
the  bank,  or  the  bank  may  retain  out  of  the  amount  of  the 
loan  and  credit  to  the  guaranty  fund,  a  sum  equal  to  the 
amount  of  class  C  stock  which  the  association  would  other¬ 
wise  be  required  by  subsection  (a)  (3)  of  this  section  to 

own  at  the  time  the  loan  is  made  and  to  purchase  thereafter. 
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Any  such  association  may  make  additional  payments  into 
the  guaranty  fund  from  time  to  time  in  lieu  of  the  purchase 
of  class  B  stock,  and  shall  receive  credits  to  such  fund  in 
lieu  of  patronage  refunds  payable  in  class  C  stock.  Each 
reference  in  this  Act  to  capital  stock  or  class  B  or  class  C 
stock  shall  include  also  the  guaranty  fund  equivalents  of 
such  stock,  and,  to  the  extent  permitted  under  the  laws  of 
a  State  in  which  a  cooperative  association  is  organized,  a 
holder  of  guaranty  fund  equivalents  of  either  class  B  or  class 
C  stock  shall  have  the  same  rights  and  status  as  a  holder  of 
class  B  or  class  C  stock,  respectively.  The  rights  and  obliga¬ 
tions  of  the  bank  as  respects  such  guaranty  fimd  equivalents 
shall  be  identical  to  its  rights  and  obligations  as  respects  class 
B  or  class  C  stock,  respectively. 

“  (c)  Lien  on  Stock. — Except  as  hereinafter  provided 
in  the  case  of  an  association  which  is  a  direct  borrower  from 
the  central  hank,  each  bank  for  cooperatives  shall  have  a  first 
hen  on  all  stock  in  the  bank  owned  by  each  cooperative  as¬ 
sociation  as  additional  collateral  for  any  indebtedness  of  such 
association  to  the  bank.  In  the  case  of  an  association  which 
is  a  direct  borrower  from  the  central  bank,  the  central  bank 
shall  have  a  first  lien  on  any  amount  of  class  C  stock  which 
the  borrowing  association  owns  in  any  regional  hank  on  ac¬ 
count  of  direct  loans  of  such  association  from  the  central 
bank ;  and  the  regional  bank  shall  have  a  hen  on  such  stock 
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junior  only  to  the  lien  of  the  central  bank.  In  any  case 
where  the  debt  of  a  borrower  is  in  default,  the  bank  may,  in 
accordance  with  regulations  of  the  Farm  Credit  Administra¬ 
tion,  retire  and  cancel  all  or  a  part  of  the  stock  of  the  de¬ 
faulting  borrower  at  the  fair  book  value  thereof,  not  exceed¬ 
ing  par,  in  total  or  partial  liquidation  of  the  debt,  as  the  case 
may  be,  and,  to  the  extent  required,  corresponding  shares 
held  by  a  regional  bank  in  the  central  bank  shall  be  retired. 

“(d)  Calculation  of  Proportionate  Interests  in 
Banks. — For  the  purpose  of  determining  pursuant  to  section 
5  (d)  (2)  (C)  of  the  Farm  Credit  Act  of  1937,  as 

amended,  the  amount  of  the  capital  stock  and  subscriptions 
to  the  guaranty  fund  of  a  regional  bank  for  cooperatives  held 
by  cooperatives  the  term  ‘capital  stock  and  subscriptions  to 
the  guaranty  fund  held  by  cooperatives’  or  the  equivalent  of 
that  term  shall  also  mean  all  outstanding  class  B  and  class  C 
stock  and  the  guaranty  fund  equivalents  thereof.” 

Sec.  102.  Section  35  of  the  Farm  Credit  Act  of  1933, 
as  amended,  is  amended  to  read  as  follows: 

“Sec.  35.  Application  of  Regional  Bank  Stock 
Provisions  to  Central  Bank. — All  provisions  of  law 
with  respect  to  class  A,  class  B,  and  class  C  stock  in  the 
regional  banks  for  cooperatives  shall  apply  to  the  Central 
Bank  for  Cooperatives  except  as  they  may  be  inconsistent 
H.  R.  5168 - 2 
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with  the  provisions  of  this  section.  Each  borrower  from  the 
central  bank  shall  he  required  to  own  at  the  time  the  loan  is 
made  at  least  one  share  of  class  C  stock  in  such  regional 
hank  as  the  Farm  Credit  Administration  shall  designate  and 
shall  he  required  to  invest  quarterly  in  class  C  stock  in  such 
regional  bank  or  banks  as  the  Farm  Credit  Administration 
shall  designate  an  amount  equal  to  not  less  than  10  nor  more 
than  25  per  centum,  as  prescribed  by  the  hoard  of  directors 
of  the  central  hank  with  the  approval  of  the  Farm  Credit 
Administration,  of  the  amount  of  interest  payable  by  such 
borrower  to  the  central  bank  during  the  calendar  quarter. 
Payments  for  such  stock  shall  he  made  quarterly  or  when 
the  regular  interest  payments  of  such  borrower  are  payable; 
hut  the  stock  shall  he  issued  to  the  borrower  as  of  the  end 
of  each  fiscal  year  in  the  amount  of  the  pajunents  for  stock 
made  by  it  during  such  year.  The  regional  bank  whose 
stock  is  so  issued  to  such  borrower  shall  purchase  a  corre¬ 
sponding  amount  of  class  C  stock  in  the  central  bank.” 

Sec.  103.  (a)  Section  36  of  the  Farm  Credit  Act  of 
1933,  as  amended,  is  amended  to  read  as  follows: 

“Sec.  36.  (a)  Application  of  Savings.— Each  hank 
for  cooperatives,  at  the  end  of  each  fiscal  year,  shall  deter¬ 
mine  the  amount  of  its  net  savings  after  paying  or  provid¬ 
ing  for  all  operating  expenses  (including  reasonable  valua¬ 
tion  reserves  and  losses  in  excess  of  any  such  applicable 
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reserves)  and  shall  apply  such  savings  as  follows:  (1)  To 
the  restoration  of  the  amount  of  the  impairment,  if  any,  of 
capital  stock,  as  determined  by  its  board  of  directors;  (2) 
25  per  centum  of  any  remaining  savings  shall  he  used  to 
create  and  maintain  a  surplus  account;  (3)  if  said  bank  shall 
have  outstanding  capital  stock  held  by  the  United  States 
during  the  whole  or  any  part  of  the  fiscal  year,  it  shall  next 
pay  to  the  United  States  as  a  franchise  tax,  a  sum  equal  to 
25  per  centum  of  its  net  savings  then  remaining,  not  exceed¬ 
ing,  however,  a  rate  of  return  on  such  Government  capital 
calculated  at  a  rate  equal  to  the  computed  average  annual 
rate  of  interest  on  all  public  issues  of  public  debt  obligations 
of  the  United  States  issued  during  the  fiscal  year  ending 
next  before  such  tax  is  due,  as  certified  to  the  Farm  Credit 
Administration  by  the  Secretary  of  the  Treasury;  (4)  reason¬ 
able  contingency  reserves  may  be  established;  (5)  dividends 
on  class  B  stock  may  be  declared  as  provided  in  section  42 
(a)  (2)  ;  and  (6)  any  remaining  net  savings  shall  be  dis¬ 
tributed  as  patronage  refunds  as  provided  in  subsection  (b) 
of  this  section:  Provided,  That  any  patronage  refunds  re¬ 
ceived  by  a  regional  hank  from  the  central  bank  shall  be 
excluded  from  net  savings  of  the  regional  hank  for  the  pur¬ 
pose  of  computing  such  franchise  tax.  Amounts  applied  as 
provided  in  (2)  and  (4)  above  after  the  effective  date  of 
title  I  of  the  Farm  Credit  Act  of  1955  shall  be  allocated  on 
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1  a  patronage  basis  approved  by  the  Farm  Credit  Adminis- 

2  tration.  At  the  end  of  any  fiscal  year,  any  portion  of  the 

3  reserve  established  under  (4)  above  which  is  no  longer 

4  deemed  necessary  shall  be  transferred  to  the  surplus  account 

5  and,  if  the  surplus  account  of  any  such  bank  for  cooperatives 

6  exceeds  25  per  centum  of  the  sum  of  all  its  outstanding  cap- 

7  ital  stock,  the  bank  may  distribute  in  the  same  manner  as  a 

8  patronage  refund  any  part  or  all  of  such  excess  which  has 

9  been  allocated.  In  making  such  distributions,  the  oldest 

10  outstanding  allocations  shall  be  distributed  first.  Wherever 

11  used  in  this  Act,  the  words  ‘surplus  account’  as  applied  to 

12  any  bank  for  cooperatives  shall  mean  any  surpluses  and  con- 

13  tingency  reserves  shown  on  the  books  of  the  banks  as  of  the 

14  effective  date  of  title  I  of  the  Farm  Credit  Act  of 

15  1955  and  any  amounts  applied  as  provided  in  (2)  above 

16  after  the  effective  date  of  said  title  I.  Said  surplus  account 
II  shall  be  divided  to  show  the  amounts  thereof  subject  to  allo- 

18  cation  as  provided  in  this  section  and  may  be  further  sub- 

19  divided  as  prescribed  by  the  Farm  Credit  Administration. 

20  In  the  event  of  a  net  loss  in  any  fiscal  year  after  providing  for 

21  all  operating  expenses  (including  reasonable  valuation  re- 

22  serves  and  losses  in  excess  of  any  such  applicable  reserves) , 

23  such  loss  shall  be  absorbed  by:  first,  charges  to  allocated 

24  contingency  reserves;  second,  charges  to  allocated  surplus; 

25  third,  charges  to  other  contingency  reserves  and  surplus; 
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fourth,  the  impairment  of  class  C  stock;  and  fifth,  the  im¬ 
pairment  of  all  other  stock. 

“(b)  Patronage  Refunds.—1 The  patronage  refunds 
of  each  regional  bank  for  cooperatives  shall  be  paid  in 
class  C  stock  to  borrowers,  as  defined  by  the  Farm  Credit 
Administration  for  the  purposes  of  this  subsection,  during 
the  fiscal  year  for  which  the  refunds  are  declared.  Patron¬ 
age  refunds  of  the  Central  Bank  for  Cooperatives  shall  be 
paid  in  class  C  stock  to  the  regional  banks  for  cooperatives 
upon  the  basis  of  interests  held  by  the  central  bank  in  loans 
made  by  the  regional  banks  and  upon  direct  loans  made 
by  the  central  bank  to  cooperative  associations;  and  any 
part  of  such  refunds  derived  from  such  direct  loans  of  the 
central  bank  shall  be  paid  in  class  C  stock  issued  to  the 
regional  bank  or  banks  which  issued  to  the  borrower  the 
stock  incident  to  the  loans,  or  to  a  regional  bank  or  banks 
designated  by  the  Farm  Credit  Administration,  and  such 
bank  or  banks  shall  issue  a  like  amount  of  class  C  stock  to 
the  borrowers.  All  patronage  refunds  shall  be  paid  in  the 
proportion  that  the  amount  of  interest  earned  on  the  loans 
of  each  borrower  bears  to  the  total  interest  earned  on  the 
loans  of  all  borrowers  during  the  fiscal  year. 

“(c)  Application  of  Assets  on  Liquidation  or 
Dissolution. — In  the  case  of  liquidation  or  dissolution  of 
any  bank  for  cooperatives,  after  the  payment  or  retirement, 
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as  the  case  may  be,  first,  of  all  liabilities ;  second,  of  all  capital 
stock  issued  before  the  effective  date  of  title  I  of  the  Farm 
Credit  Act  of  1955  held  by  cooperative  associations  at  par, 
all  class  A  stock  at  par,  and  all  class  B  stock  at  par;  and 
third,  of  all  class  C  stock  at  par;  any  surpluses  and  con¬ 
tingency  reserves  existing  on  the  effective  date  of  said  title 
I  shall  he  paid  to  the  holders  of  outstanding  capital  stock 
issued  before  the  effective  date  of  said  title  I,  class  A  stock 
and  class  C  stock  pro  rata,  and  any  remaining  surplus  and 
contingency  reserves  shall  be  distributed  to  those  entities  to 
which  they  are  allocated  on  the  books  of  the  bank.  If  it 
should  become  necessary  to  use  any  surplus  or  contingency 
reserves  to  pay  any  liabilities  or  to  retire  any  capital  stock, 
allocated  contingency  reserves  and  surplus  shall  be  exhausted 
first  in  accordance  with  rules  prescribed  by  the  Farm  Credit 
Administration." 

(b)  For  purposes  of  applying  the  amendment  in  sub¬ 
section  (a)  of  this  section,  that  part  of  fiscal  year  1956 
preceding  the  effective  date  of  title  I  of  this  Act  and  that 
part  of  such  year  following  said  effective  date  shall  be 
deemed  to  be  separate  fiscal  years. 

Sec.  104.  Section  31  of  the  Farm  Credit  Act  of  1933 
is  amended  to  read  as  follows: 

“Sec.  31.  Board  of  Directors  of  Central  Bank.— 
The  Central  Bank  for  Cooperatives  shall  have  seven  directors. 
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Of  this  number  four  shall  he  appointed  by  the  Governor  of 
the  Farm  Credit  Administration,  by  and  with  the  advice  and 
consent  of  the  Federal  Farm  Credit  Board,  and  three  shall 
be  elected  by  the  regional  banks  for  cooperatives  and  coop¬ 
erative  associations:  Provided,  That  the  terms  of  office  of 
directors  established  prior  to  the  effective  date  of  title  I  of 
the  Farm  Credit  Act  of  1955  shall  continue  through  the 
thirty-first  day  of  December  next  following  the  effective  date 
of  said  title  I  and  shall  expire  at  the  end  of  that  day.  Three 
of  the  directors  appointed  by  the  Farm  Credit  Administration 
shall  be  appointed  for  terms  of  one  year,  two  years,  and  three 
years,  respectively,  as  designated  at  the  time  of  appointment 
and  the  fourth  appointed  director  shall  be  appointed  for  a 
term  of  three  years  and  thereafter  each  appointed  director 
shall  be  appointed  for  a  term  of  three  years.  Any  appointed 
director  may  be  removed  at  pleasure  at  any  time  by  the  Farm 
Credit  Administration.  The  Farm  Credit  Administration 
shall  prescribe  rules  and  regulations  for  the  nominations  and 
elections  required  by  this  section.  Sufficiently  in  advance  of 
the  first  day  of  January  next  following  the  effective  date  of 
title  I  of  the  Farm  Credit  Act  of  1955,  and  at  any  time 
subsequent  to  the  enactment  thereof,  the  Farm  Credit  Ad¬ 
ministration  shall  take  all  action  necessary  in  order  to  permit 
the  elections  hereby  provided  and  shall  group  the  several 
farm  credit  districts  into  three  areas,  each  of  which  shall  be 
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comprised  of  four  contiguous  farm  credit  districts,  and  a 
director  shall  be  elected  from  nominees  from  each  of  such 
areas  by  regional  banks  for  cooperatives  of  the  area  and 
cooperative  associations  of  the  area  eligible  to  vote.  The 
three  elected  directors  shall  be  elected  for  terms  of  one  year, 
two  years,  and  three  years,  respectively,  as  shall  be  desig¬ 
nated  by  the  Farm  Credit  Administration  and  thereafter 
elected  directors  shall  he  elected  for  terms  of  three  years: 
Provided ,  That  whenever,  as  determined  by  the  Farm  Credit 
Administration,  the  sum  of  the  capital  stock  and  subscriptions 
to  the  guaranty  fund  of  the  central  bank  held  by  persons 
other  than  the  Governor  of  the  Farm  Credit  Administration 
on  behalf  of  the  United  States  and  surplus  and  reserve 
accounts  of  said  hank  shall  equal  or  exceed  66J-  per  centum 
of  the  total  capital  stock,  subscriptions  to  the  guaranty  fund 
and  surplus  and  reserve  accounts  of  said  bank  as  of  the  date 
six  months  before  the  expiration  of  the  term  of  office  of 
any  appointed  director,  except  the  fourth  appointed  director, 
whose  term  next  expires,  the  successor  to  such  director  shall 
be  elected  from  nominees  for  a  term  of  three  years  b}^  re¬ 
gional  banks  for  cooperatives  of  the  area  and  cooperative  as¬ 
sociations  of  the  area  eligible  to  vote  on  a  basis  of  areas  com¬ 
prised  of  two  contiguous  farm  credit  districts  as  designated  by 
the  Farm  ( Credit  Administration.  Appointed  directors  except 
the  fourth  appointed  director  shall  continue  to  be  replaced 
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by  elected  directors  in  accordance  with  the  foregoing  provi¬ 
sions  until  the  total  number  of  elected  directors  shall  be 
six,  elected  one  from  each  of  six  such  areas  comprised  of 
two  contiguous  farm  credit  districts.  Whenever,  as  deter¬ 
mined  by  the  Farm  Credit  Administration,  the  sum 
of  the  capital  stock  and  subscriptions  to  the  guaranty 
fund  of  the  central  bank  held  by  persons  other  than 
the  Governor  of  the  Farm  Credit  Administration  on  be¬ 
half  of  the  United  States  and  surplus  and  reserve 
accounts  of  said  bank  shall  not  equal  or  exceed  66f 
per  centum  of  the  total  capital  stock,  subscriptions  to  the 
guaranty  fund  and  surplus  and  reserve  accounts  of  the 
banks  as  of  the  date  six  months  before  the  expiration 
of  the  term  of  office  of  any  elected  director  whose  term  next 
expires,  the  successor  to  such  elected  director  shall,  if  the 
number  of  elected  directors  then  exceeds  three,  be  appointed 
by  the  Governor  of  the  Farm  Credit  Administration  by  and 
with  the  advice  and  consent  of  the  Federal  Farm  Credit 
Board  for  a  term  of  three  years.  In  any  such  case  where 
only  one  additional  appointed  director  is  needed  in  order  to 
increase  the  total  number  of  appointed  directors  to  four, 
and  the  terms  of  office  of  more  than  one  elected  director 
next  expire,  the  Farm  Credit  Administration  shall  designate 
the  one  of  such  next  expiring  terms  of  office  which  shall 
H.  B.  5168 - 3 
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1  be  replaced  by  the  additional  appointed  director.  Any 

2  vacancy  in  the  Board  whether  filled  by  appointment  or  by 

3  election  shall  be  filled  for  the  unexpired  term  in  the  same 

4  manner  in  which  the  vacant  office  was  filled.  Each  regional 

5  bank  for  cooperatives,  each  cooperative  association  which  is 

6  a  direct  borrower  from  the  central  bank,  each  holder  of  one 

7  or  more  shares  of  class  C  stock  in  a  regional  bank  for 

8  cooperatives  which  is  eligible  to  vote  under  section  42  (a) 

9  ( 3 ) ,  and  each  holder  of  one  or  more  shares  of  stock  in  the 

10  central  bank  or  any  regional  bank  for  cooperatives  issued 

11  before  the  effective  date  of  title  I  of  the  Farm  Credit  Act 

12  of  1955  which  is  eligible  to  vote  shall  be  eligible  to  vote 

13  for  directors  of  the  central  hank  and  each  such  holder  shall 
be  entitled  to  one  vote  only  without  regard  to  the  number 

1^  of  shares  held  in  any  one  or  more  of  said  banks,  and  the 
1®  vote  of  any  such  holder  of  stock  in  more  than  one  bank 
1^  shall  be  cast  only  with  respect  to  elections  in  the  area  in 
1®  which  is  located  the  main  office  of  such  holder.  Elected 
directors  shall  have  been,  for  at  least  two  years,  residents 
of  the  area  for  which  they  are  elected.  No  person  shall  be 
^1  eligible  for  nomination,  election,  or  appointment  as  a  director 

99 

if  such  person  has  within  one  year  next  preceding  the  com- 

90 

mencement  of  the  term  been  a  salaried  officer  or  employee 

94. 

of  the  Farm  Credit  Administration  or  of  any  corporation 

9PT 

operating  under  its  supervision.  Any  person  who  is  a  mem- 
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ber  of  the  Federal  Farm  Credit  Board  or  a  district  farm 
credit  board  when  appointed  or  elected  as  director  shall 
resign  as  a  member  of  the  Federal  Fann  Credit  Board  or  the 
district  board  before  assuming  his  duties  as  director  of  the 
central  bank.  No  person  who  becomes  such  director  shall 
be  eligible  to  continue  to  serve  if  he  becomes  a  member 
of  the  Federal  Farm  Credit  Board  or  any  district  farm  credit 
board  or  an  officer  or  employee  of  the  Farm  Credit  Admin¬ 
istration  or  an  officer  or  employee  of  any  corporation 
operating  under  the  supervision  of  the  Farm  Credit 
Administration.” 

Sec.  105.  Section  32  of  the  Farm  Credit  Act  of  1933 
is  amended  to  read  as  follows: 

“Sec.  32.  Poweks  of  Board  of  Directors  of  Cen¬ 
tral  Bank. — The  Board  of  Directors  of  the  Central  Bank 
for  Cooperatives  shall  elect  a  Chairman  and  Vice  Chairman 
from  among  its  members.  The  powers  of  the  Board  of 
Directors  shall  be  such  powers  as  may  be  prescribed  in  the 
charter  and  bylaws  with  the  approval  of  the  Farm  Credit 
Administration:  Provided,  That  said  Board  without  limita¬ 
tion  of  powers  conferred  by  section  60  shall  have  power, 
subject  to  approval  of  the  Farm  Credit  Administration,  to 
appoint  and  fix  the  compensation  of  the  chief  executive  offi¬ 
cer  and  such  other  officers  and  employees,  experts,  and  con¬ 
sultants  as  may  be  necessary  for  the  efficient  conduct  of  the 
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bank’s  business:  Provided  further,  That  the  chief  executive 
officer  of  the  bank  shall  not  be  an  officer  or  employee  of 
the  Farm  Credit  Administration.” 

Sec.  106.  Section  38  of  the  Farm  Credit  Act  of  1933 
is  amended  by  adding  at  the  end  of  said  section  the  following 
new  sentence:  “After  the  effective  date  of  title  I  of  the 
Farm  Credit  Act  of  1955  any  amendment  in  the  terms  of  the 
charter  issued  to  any  bank  for  cooperatives  and  any  regu¬ 
lation  issued  under  authority  of  this  section  or  otherwise 
affecting  lending  operations  of  any  such  bank  shall  be  con¬ 
sistent  with  the  principle  that  the  central  bank  shall  make 
loans  only  in  cases  where  it  is  not  practicable  for  the  loan 
to  be  made  by  a  regional  bank.” 

Sec.  107.  Section  41  of  the  Farm  Credit  Act  of  1933, 
as  amended,  is  amended  by  adding  a  new  paragraph  as 
follows : 

“Notwithstanding  any  other  provision  of  law,  any 
officer  or  employee  of  the  Farm  Credit  Administration  or  of 
any  bank  for  cooperatives  designated  to  act  as  custodian 
of  collateral  securing  loans  made  by  any  such  bank  to  any 
cooperative  association  eligible  to  borrow  therefrom  may,  in 
accordance  with  regulations  of  the  Farm  Credit  Administra¬ 
tion,  act  at  the  same  time  as  custodian  of  collateral  securing 
loans  made  by  any  other  lenders  to  any  cooperative  associa¬ 
tion  eligible  to  borrow  from  any  such  bank.” 
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Sec.  108.  (a)  Section  33  of  the  Farm  Credit  Act  of 
1933  is  amended  by  striking  the  words  “Chairman  of  the 
Board”  in  the  last  sentence  of  said  section  and  substituting 
in  lieu  thereof  the  words  “Board  of  Directors”. 

(b)  Section  34  of  the  Farm  Credit  Act  of  1933,  as 
amended,  is  amended  by  striking  the  words  “Chairman  of  its 
Board  of  Directors”  in  the  first  paragraph  of  said  section  and 
substituting  in  lieu  thereof  the  words  “Farm  Credit 
Administration”. 

Sec.  109.  Subsection  (a)  of  section  8  of  the  Agricul¬ 
tural  Marketing  Act,  as  amended,  is  amended  to  read  as 
follows : 

“  (a)  Loans  to  cooperative  associations  made  by  any 
bank  for  cooperatives  shall  bear  such  rates  of  interest  as 
the  board  of  directors  of  the  bank  shall  from  time  to  time  de¬ 
termine  with  the  approval  of  the  Farm  Credit  Administra¬ 
tion,  but  in  no  case  shall  the  rate  of  interest  exceed  6  per 
centum  per  annum  on  the  unpaid  principal  of  a  loan.” 

Sec.  110.  (a)  Section  65  of  the  Farm  Credit  Act  of 
1933  is  amended  by  striking  the  word  “regional”  in  the  first 
sentence  of  said  section. 

(b)  Section  66  of  the  Farm  Credit  Act  of  1933,  as 
amended,  is  hereby  repealed. 
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(c)  The  second  sentence  of  section  7  (a)  of  the  Farm 
Credit  Act  of  1953  is  hereby  repealed. 

(d)  Section  6  of  the  Act  approved  January  23,  1932 
(47  Stat.  14) ,  is  amended  by  adding  immediately  following 
the  comma  after  the  word  “Act”  where  it  first  appears  the 
following:  “the  Farm  Credit  Act  of  1933”. 

Sec.  111.  This  title  shall  be  applicable  to  loans  made 
before  its  effective  date  from  the  date  on  which  they  may 
be  changed  by  agreement  to  conform  hereto,  otherwise,  ex¬ 
cept  as  provided  in  this  title,  such  loans  shall  be  treated  as 
though  this  title  had  not  been  enacted.  Any  cooperative 
association  owning  capital  stock  or  guaranty  fund  credits 
in  any  bank  for  cooperatives  issued  before  the  effective  date 
of  this  title  which  is  eligible  to  vote  shall,  as  long  as  such 
eligibility  continues,  be  entitled  to  vote  to  the  same  extent 
as  a  holder  of  class  C  stock  which  is  eligible  to  vote;  an}?- 
cooperative  association  owning  such  stock  or  guaranty  fund 
credits  shall  be  entitled  to  have  such  stock  or  credits  retired 
as  though  this  title  had  not  been  enacted;  and  any  such 
association  may  with  the  consent  of  the  bank  have  such  stock 
or  credits,  if  it  is  found  eligible  to  own  class  B  or  class  0 
stock,  converted  in  whole  or  in  part  into  class  B  or  class  0 
stock  or  equivalent  guaranty  fund  credits:  Provided ,  That 
any  bank  for  cooperatives  with  the  approval  of  the  Farm 
Credit  Administration  may  retire  at  any  time  capital  stock 
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1  or  guaranty  fund  credits  issued  before  the  effective  date  of 

2  this  title  held  by  any  cooperative  association  and  may  hold 

3  the  proceeds  of  such  retired  stock  or  guaranty  fund  credits  as 

4  security  for  any  indebtedness  of  the  association  to  the  bank. 

5  Sec.  112.  This  title  shall  take  effect  on  the  first  day  of 

6  the  month  next  following  one  hundred  and  twenty  days  after 

7  its  enactment. 

8  TITLE  II— PRODUCTION  CREDIT  SYSTEM 

9  Sec.  201.  Section  21  of  the  Farm  Credit  Act  of 

10  1933  is  amended  by  striking  out  of  the  fifth  sentence  the 

11  words  “all  stock  shall  share  in  dividend  distributions  without 

12  preference”  and  substituting  therefor  the  words  “Dividends 

13  may  be  paid  on  class  A  and  class  B  stock  without  preference 

14  or  on  class  A  stock  alone,  as  the  board  of  directors  of  the 

15  association  may  determine”. 

16  Sec.  202.  Section  22  of  the  Farm  Credit  Act  of  1933 

17  is  amended  to  read  as  follows : 

18  “Sec.  22.  (a)  Each  production  credit  association  shall, 

19  at  the  end  of  each  fiscal  year,  apply  the  amount  of  its  earn- 

20  ings  in  excess  of  operating  expenses  (including  provision  for 

21  reasonable  valuation  reserves)  during  such  fiscal  year,  first, 

22  to  the  restoration  of  the  impairment,  if  any,  of  capital;  and, 

23  second,  to  the  establishment  and  maintenance  of  a  surplus 

24  account,  the  minimum  amount  of  which  shall  be  prescribed 

25  by  the  production  credit  corporation. 
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“  (b)  A  production  credit  association  may  pay  dividends 
of  not  to  exceed  7  per  centum  per  annum  when  such  pay¬ 
ments  are  approved  by  the  production  credit  corporation  of 
the  district  and  are  consistent  with  policies  established  under 
regulations  issued  b}^  the  Farm  Credit  Administration/’ 

Sec.  203.  The  amounts  in  the  guaranty  fund  reserve 
and  the  reserve  account  for  bad  and  doubtful  debts  of  each 
production  credit  association  shall,  as  of  the  effective  date  of 
this  title,  be  transferred  to  the  surplus  account  of  such  asso¬ 
ciation  established  pursuant  to  the  provisions  of  section  22 

of  the  Farm  Credit  Act  of  1933  as  amended  bv  section  202 

«/ 

of  this  title. 

Sec.  204.  Section  23  of  the  Farm  Credit  Act  of  1933 
is  amended  to  read  as  follows: 

“Sec.  23.  Each  production  credit  association  shall,  under 
such  rules  and  regulations  as  may  be  prescribed  by  the  pro¬ 
duction  credit  corporation  of  the  district  with  the  approval 
of  the  Farm  Credit  Administration,  invest  its  funds  and  make 
loans  to  farmers  for  general  agricultural  purposes.  Such 
loans  shall  be  made  on  such  terms  and  conditions,  at  such 
rates  of  interest,  and  with  such  security  as  may  be  prescribed 
by  the  corporation.  No  borrower  shall  be  indebted  to  the 
association  at  any  one  time  in  an  amount  in  excess  of  15 
per  centum  of  the  capital  and  surplus  of  the  association  un¬ 
less  the  loan  lias  the  prior  approval  of  the  corporation,  or  in 
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excess  of  35  per  centum  of  the  capital  and  surplus  of  the  as¬ 
sociation  unless  the  loan  also  has  the  prior  approval  of  the 
Farm  Credit  Administration.  Borrowers  shall  be  required 
to  own,  at  the  time  the  loan  is  made,  class  B  stock  of  the 
association  in  an  amount  equal  in  fair  hook  value  (not  to 
exceed  par) ,  as  determined  hy  the  association,  to  $5  per 
$100  or  fraction  thereof  of  the  amount  of  the  loan.  Such 
stock  shall  not  be  canceled  or  retired  upon  payment  of  the 
loan  but  may  he  transferred  or  exchanged  as  provided  in 
section  21  of  this  Act.” 

Sec.  205.  The  last  sentence  of  section  63  of  the 
Farm  Credit  Act  of  1933  is  hereby  amended  to  read  as 
follows :  “The  exemption  provided  herein  shall  not  apply  with 
respect  to  any  production  credit  association  or  its  property  or 
income  after  the  class  A  stock  held  in  it  by  the  production 
credit  corporation  has  been  retired,  or  with  respect  to  the 
Central  Bank  for  Cooperatives,  or  any  production  credit 
corporation  or  bank  for  cooperatives,  or  its  property  or  in¬ 
come  after  the  stock  held  in  it  by  the  United  States  has  been 
retired.” 

TITLE  III— FEDERAL  LAUD  BANK  SYSTEM 
Sec.  301.  Sections  3,  7,  and  8  of  the  Federal  Farm 
Loan  Act,  as  amended,  are  amended — 

(a)  hy  changing  next  to  the  last  paragraph  of 
section  3  to  read  as  follows:  “The  Fann  Credit  Admin- 
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istration  shall  prescribe  a  form  for  the  statement  of  con¬ 
dition  of  national  farm  loan  associations  and  land  banks 
under  its  supervision,  which  shall  be  filled  out  by  each 
such  association  or  bank  and  transmitted  to  said  admin¬ 
istration  as  required  by  it.”; 

(b)  by  changing  the  fifth  sentence  of  the  fourth 
paragraph  of  section  7  to  read  as  follows:  “He  shall 
make  a  report  to  the  Farm  Credit  Administration  as 
required  by  it  upon  forms  to  be  provided  for  that 
purpose.”;  and 

(c)  by  deleting  the  last  sentence  of  section  8. 
Sec.  302.  The  last  paragraph  of  section  5  of  the  Federal 

Farm  Loan  Act,  as  amended,  is  repealed. 

Sec.  303.  Section  10  of  the  Federal  Farm  Loan  Act, 
as  amended,  is  amended  by  adding  at  the  end  thereof  a 
new  paragraph  as  follows : 

“Notwithstanding  any  other  provision  of  this  Act  to  the 
contrary,  subject  to  the  approval  of  the  Farm  Credit  Admin¬ 
istration,  the  investigation  and  the  written  report  or  reports 
on  the  value  of  the  security  offered  for  a  Federal  land  bank 
loan,  which  otherwise  are  required  Ity  this  section  to  be  made 
by  land  bank  appraisers  appointed  under  the  authority  of 
section  3  of  this  Act,  may  be  made,  in  accordance  with 
appraisal  standards  prescribed  by  the  Farm  Credit  Adminis¬ 
tration,  by  any  person  (including  a  person  who  is  secretary- 
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treasurer  of  a  national  farm  loan  association)  designated  so 
to  do  by  the  Federal  land  bank  of  the  district;  a  Federal 
land  bank  is  authorized  to  make  a  loan,  if  otherwise  author¬ 
ized,  on  the  basis  of  such  an  investigation  and  report  by  a 
person  so  designated;  and  a  loan  so  made  shall  be  eligible 
as  collateral  for  farm  loan  bonds  imder  section  19  of  this 
Act,  if  otherwise  qualified  thereunder:  Provided,  That, 
within  one  year,  the  land  bank  shall  obtain  a  written  report 
on  the  security  for  the  loan  by  a  land  bank  appraiser 
appointed  under  section  3  of  this  Act,  in  terms  and  form 
prescribed  by  the  Farm  Credit  Administration,  and  such  a 
loan  shall  be  eligible  as  collateral  for  farm  loan  bonds  there¬ 
after  only  if  such  report  by  a  land  bank  appraiser  establishes 
that  the  security  meets  the  standards  prescribed  by  the  Farm 
Credit  Administration  for  a  land  bank  loan,  and  in  no  event 
shall  any  such  loan  thereafter  be  carried  as  such  collateral 
for  bonds  at  more  than  65  per  centum  of  the  normal  value 
of  the  security  as  determined  by  such  land  bank  appraiser. 
Except  as  otherwise  specifically  provided  in  this  paragraph, 
all  provisions  of  this  Act  relating  to  loans  made  through 
national  farm  loan  associations  shall,  insofar  as  applicable, 
apply  with  respect  to  loans  made  on  such  investigations  and 
written  reports  by  such  designated  persons.” 

Sec.  304.  Section  12  of  the  Federal  Farm  Loan  Act, 


as  amended,  is  amended — 
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(a)  by  changing  paragraph  “Fourth”  to  read  as 
follows:  “Such  loans  may  he  made  for  general  agricul¬ 
tural  purposes  and  other  requirements  of  the  owner  of 
the  land  mortgaged,  under  rules  and  regulations  of  the 
Farm  Credit  Administration.”; 

(b)  by  striking  out  the  period  at  the  end  of  the 
second  sentence  of  paragraph  “Fifth”  and  adding  the 
following :  “ ;  and,  consistent  with  community  standards, 
the  appraisal  may  also  reflect  home  advantages,  and  the 
availability  to  a  typical  operator  of  the  property  of 
earnings  from  other  dependable  sources  to  supplement 
the  normal  earning  power  of  the  farm.” ; 

(c)  by  striking  out  “the  raising  of  livestock” 
wherever  it  appears  in  next  to  the  last  sentence  of  para¬ 
graph  “Sixth”  and  substituting  therefor  “farming  opera¬ 
tions”  and  by  striking  out  of  such  sentence  “Land  Bank 
Commissioner”  and  substituting  therefor  “Farm  Credit 
Administration” ;  and 

(d)  by  striking  out  “$100,000”  from  paragraph 
“Seventh”  and  substituting  therefor  “$200,000”  and 
by  striking  out  of  such  sentence  “but  loans  to  any  one 
borrower  shall  not  exceed  $25,000  unless  approved  by 
the  Land  Bank  Commissioner,”  and  substituting  “but 
loans  to  any  one  borrower  shall  not  exceed  $100,000 
unless  approved  by  the  Farm  Credit  Administration,”. 
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Sec.  305.  Paragraph  “Nineteenth”  of  section  13  of  the 
Federal  Farm  Loan  Act,  as  amended,  is  amended  by  adding 
at  the  end  thereof  a  new  sentence  as  follows:  “Such  a 
deferment  may  be  permitted  for  other  purposes  for  a  period 
not  exceeding  five  years  under  regulations  prescribed  by  the 
Farm  Credit  Administration.”. 

Sec.  306.  (a)  That  part  of  section  23  of  the  Federal 
Farm  Loan  Act,  as  amended,  which  precedes  the  last 
paragraph,  is  amended  to  read  as  follows:  “Every  Federal 
land  bank  shall  semiannually  carry  to  reserve  account  a 
sum  not  less  than  50  per  centum  of  its  net  earnings  until 
said  reserve  account  shall  show  a  credit  balance  equal  to 
the  outstanding  capital  stock  of  said  land  bank.  After  said 
reserve  is  equal  to  the  outstanding  capital  stock  10  per 
centum  of  the  net  earnings  shall  he  added  thereto  semi¬ 
annually  until  said  reserve  account  shall  show  a  credit  bal¬ 
ance  equal  to  150  per  centum  of  the  outstanding  capital  stock 
of  said  land  hank,  and  any  land  bank  having  a  credit  balance 
in  said  reserve  account  in  excess  of  150  per  centum  of 
its  outstanding  capital  stock  may  withdraw  such  excess 
from  said  reserve  account  with  the  approval  of  the  Farm 
Credit  Administration.  Whenever  said  reserve  shall  have 
been  impaired  it  shall  be  fully  restored  before  any  dividends 
are  paid. 

“After  deducting  the  50  per  centum  or  the  10  per 
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1  centum  hereinbefore  directed  to  be  deducted  for  credit  to 

2  reserve  account,  any  Federal  land  bank  may  declare  a 

3  dividend  or  dividends  to  shareholders  of  the  whole  or  any 

4  part  of  the  balance  of  its  net  earnings,  but  only  with  the 

5  approval  of  the  Farm  Credit  Administration. 

6  “The  reserves  of  land  banks  shall  be  invested  in  accord- 

7  ance  with  rules  and  regulations  prescribed  by  the  Farm 
3  Credit  Administration.” 
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(b)  The  second  sentence  of  section  24  of  the  Federal 
Farm  Loan  Act,  as  amended,  is  amended  by  striking  out  the 
period  at  the  end  thereof  and  adding  the  following:  “until 
said  reserve  account  shall  show  a  credit  balance  equal  to  50 
per  centum  of  the  outstanding  capital  stock  of  said  associa¬ 
tion,  and  any  association  having  a  credit  balance  in  said  re¬ 
serve  account  in  excess  of  50  per  centum  of  its  outstanding 
capital  stock  may  withdraw  such  excess  from  said  reserve 
account  with  the  approval  of  the  Farm  Credit  Administra¬ 
tion.”. 

(c)  The  amendments  made  by  (a)  and  (b)  of  this  sec¬ 
tion  shall  become  effective  on  the  next  January  1,  or  July  1 
whichever  first  succeeds  enactment  hereof. 

Sec.  307.  Section  601  (a)  of  the  Department  of  Agri¬ 
culture  Organic  Act  of  1944  is  amended  by  inserting  after 
“Federal  land  banks,”,  the  second  time  it  appears  therein, 
“national  farm  loan  associations,”;  by  striking  out  “joint- 
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stock  land  banks,”  wherever  it  appears  therein;  and  by 
striking  out  the  period  at  the  end  thereof  and  inserting 
“,  except  that  the  amounts  apportioned  to  national  farm 
loan  associations  shall  be  assessed  against  and  collected  from 
the  Federal  land  bank  of  the  district  which  may  in  turn  col¬ 
lect  such  amounts  from  the  associations  in  a  manner  approved 
by  the  Farm  Credit  Administration.”. 

TITLE  IV— MISCELLANEOUS  PROVISIONS 
Sec.  401.  (a)  Section  5  (b)  of  the  Farm  Credit  Act  of 
1937,  as  amended,  is  amended  by  changing  the  sixth  sentence 
thereof  to  read  as  follows:  “ After  the  date  of  enactment  of 
the  Farm  Credit  Act  of  1955,  no  person  shall  be  eligible  for 
election  or  appointment  to  membership  on  said  Board  if  such 
person  has  within  one  year  next  preceding  the  commence¬ 
ment  of  the  term  been  a  salaried  officer  or  employee  of  the 
Farm  Credit  Administration,  or  a  salaried  officer  or  employee 
of  any  corporation  operating  under  the  supervision  of  the 
Farm  Credit  Administration.”. 

(b)  Section  5  (d)  of  the  Farm  Credit  Act  of  1937,  as 
amended,  is  amended— 

( 1 )  by  substituting  “six  months"  for  “three  months” 
wherever  it  occurs  in  paragraph  (2)  thereof;  and 

(2)  by  adding  at  the  end  thereof  a  new  paragraph 
as  follows: 

“(4)  As  directed  by  the  Farm  Credit  Administration, 
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the  election  of  a  director  under  section  5  (d)  (2)  by  any 
group  may  be  begun  any  time  within  six  months  before 
the  expiration  of  the  term  of  office  to  which  the  director 
is  to  succeed,  subject  to  the  required  determination  being 
made  as  of  the  date  six  months  before  the  expiration  of 
such  term  of  office  that  a  director  so  elected  by  such  group 
is  to  serve  in  lieu  of  a  district  director  (or  third  district 
director) 

Sec.  402.  Section  4  of  the  Farm  Credit  Act  of  1953 
is  amended — 

(a)  by  inserting  in  the  first  proviso  in  subsection 
(a)  “all  persons  so  tied  shall  be  considered  designated 
as  nominees”  in  lieu  of  “the  procedure  prescribed  therein 
shall  be  followed  again  until  the  tie  is  broken” ; 

(b)  by  inserting  before  the  period  at  the  end  of  the 
second  sentence  of  subsection  (b)  “,  except  that  one  full 
term  of  six  years  shall  be  considered  to  include  an  addi¬ 
tional  four  months  if  the  particular  term  is  one  which 
was  legally  extended  for  an  additional  four  months”; 
and 

(c)  by  adding  the  following  additional  sentence  at 
the  end  of  subsection  (c)  :  “All  terms  of  office  which 
otherwise  would  expire  on  November  30  of  any  year 
following  enactment  of  the  Farm  Credit  Act  of  1955  are 
extended  four  months  to  expire  on  the  following  March 
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31  so  that  the  term  of  office  of  all  successors  to  the 

terms  so  extended  shall  begin  with  the  first  day  of 

April.”. 

Sec.  403.  (1)  If  any  provision  of  this  Act,  or  the  appli¬ 
cation  thereof  to  any  person  or  circumstance,  is  held  invalid, 
the  remainder  of  the  Act,  and  the  application  of  such  pro¬ 
visions  to  other  persons  or  circumstances,  shall  not  be  affected 
thereby. 

(b)  The  right  to  alter,  amend,  or  repeal  this  Act  is 
hereby  expressly  reserved. 

Passed  the  House  of  Representatives  July  12,  1955. 

Attest:  RALPH  R.  ROBERTS, 

Clerk . 


w 


CP 

p 

p- 


o 
( D 


P 

CR  P 

o* 
p 

rt- 
P 
H 
CP 


P 
P- 

o 

►-J  PT 

CP  p- 
&  CP 
>1 
*< 


CO 

oi 

PI 


O 

| 

I 


<p 

cp 


o 

p 


o 

<r+». 

rt- 

CD 

CD 

•P 

p 

CD 

P- 

*■* 

CD 

p 

O 

w 

CD 

C/3 

p 

^  g 


o 

►S' 

p  p. 
ff.  P 


CD 

3  3 

P 

Q  g 

hj  P 

cd  a  q 

Pj  ® 

et-"  3 

CD 

02  P 
«<!  ci¬ 
te 


ce  tr1 
£T  © 

5-.S 

2  ^ 

P  CD 

v*.  I-J 

g.  2. 
o  C/3 

»— <  • 

M.  O 

y  p 

^  o 

CP  h-b 
p 
TO 
CP 


H 

is 

p  jj. 
►—  pLj 

CD 
H* 

o 


o 

CP 

'-i 

C* 

p 


CD 

3 


P  B 
B  e+ 

^  3 

H»  l— 
O  O 
i-s  h-fc 


P 

P  « 

&  3 

O  O 

2  ^ 
P  © 
<s 


c-  ® 
O  hrj 


Q 

i— i  ^ 

"  CD 
P  P-, 
l-j  P- 


© 

^  3 

5  3 
E  ct- 
sr.  o 

Cl-  h-b 


13- 

© 


00  Q 

o  3 

►c3  © 
ffl  ' 

3 
p 
Ft" 


P 

CT5 


3 

3 

C-t“ 


> 

Z 

> 

o 

H 


00 

(£■ 

£w 

H  Q 
Ui  O 
H  5 

OD  ' ' 
£  ^ 
S  te 

%  H 
w 
XU 


OFFICE  OF  BUDGET 
(For  Department  Staff  Only) 


Acreage  allotments ...... 17 

Adjournment ........  )s» ..  .31 

Appropriations . 1,12,22 

Auditing ,4. 

Buildings . . * . .  ,7 

CCC . ,..i* 


j  0F  INTEREST  to  the  department  of  agriculture 

AND  FINANCE 


For 


CONTENTS 


Issued  July  28/  1955 
actions  of  July  27,  1955 
84th- 1st/  No®. 127 


/ 


Farm  subsidies . ........ ,21 

Fees  and  charges.. . ,33 

Flammable  fabrics .... .8,44 

Foreign  aid. . . .  .22 

Grade  marking . . , . 0 , 

Grains 


Electrification 


Contracts .«•»•«••••••••• ,7  Labor,  farm. ,18 

Defense  production. .... ,23  Legislative  program. .11,31 

Loans . . .11,40 

...,4*6,29,32,40  Low-income  farmers .5, l6, 42 

...15 
...30 
.  ..28 


Marketing , 

Minerals  * .... 

Minimum  wage< 

Mutual  security. ....... 022 

Nomination... ..........a  10 

,14 


Personnel, . 14,26,34 

Price  supports..... . 21 

Property . 27,35 

REA . ..4,21 

. .  .15  /'Reclamation. . .  •  .2, 11,29,40 

25,39  Rentals . . . ...3 

Researoh . . . 37 

Rice.  17 

Roads . . . 21,47 

Security . 13 

Surplus  commodities ....  ,45 

Textiles .8,44 
Transportation. . ....... .39 

Vegetables ............. .43 

Water  resources . 20, 4l 

Wildlife . 25,36 


Extension  work..,. . ,l6 

FAO . . 

Farm-City  Week. ........ .24 

Farm  credit . . .....»9 

Farm  income ............ ,38 

Farm  program. . . ,4.6  Pay. . . 
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mittee  reported  bills  to:  provide  penalties  for  false  grade-marking,  amend  rice  quota 
lav$  and  authorize  additional  extension  work  for  low- income  farmers.  House  subcom¬ 
mittee  ordered  reported  Farm-City  Week  measure.  Senate  committee  reported  measure  to 
amend  law  re  participation  in  FAO.  Senate  subcommittee  ordered  reported  farm  credit 
bill.  Sen.  Sparkman  inserted  comparative  study  of  low-income  farm  families.  Both 
Houses  agreed  to  conference  report  on  Government  Security  Commission  measure.  House 
committee  reported  executive  pay  bill.  Sen.  Hill  commended  USDA  disposal  of  surplus 


foods  and  inserted 


press 

/ 


release . 


\ 


/ 


SENATE 


1#  FAO.  The  Foreign  Relations  Committee  reported  without  amendment  S.  J,  Res.  97, 
to  increase  from  £.2,000,000  to  C3, 000, 000  the  limitation  on  the  annual  U.  S. 
contribution  to  the  Food  and  Agriculture  Organization  (S.  Rept.  1172)  (p. 


2. 


10021)--, 


\ 


/ 


RECLAMATION.  The  Interior  and  Insular  Affairs  Committee  reported  without 
amendment  H.  R.  4663,  authorizing  the  Trinity  River  division.  Central  Valley 
/project,  Calif.  (S.  Rept,  1154) J  and  H.  R.  35®7,  to  authorize  a  water  compact 
between  Oreg.  and  Calif,  for  the  waters  of  the  Klamath  River  (S.  Rept \  1166) 
(p.  10020). 

The  Committee  reported  with  amendments  S.  1818,  to  limit  the  amount  of 
land  on  Federal  irrigation  projects  which  may  be  exchanged  by  veteran  settlers 
on  other  irrigation  projeots  (S.  Rept.  1155) »(p»  1002 0) • 


-2 


RENTALS.  Received  a  supplemental  report  from  the  Budget  Bureau  on  activil 
under  Budget  Bureau  Circular  A-45*  regulating  rental  rates  for  Federal 
employee  quarters,  for  the  year  prior  to  Nov.  1,  1954;  to  Appropriations  Com¬ 
mitted  (p,  10020). 


4.  AUDITING; '''ELECTRIFICATION.  Reoeived  from  the  Comptroller  General 
report  on  REA  for  the  fiscal  years  1953  and  1954;  to  Government 
Committee  (b.  10020). 


audit 
ons 


5.  LOW-INCOME  FARMERS.  Sen.  Sparkman  inserted  a  comparison  study,  prepared  by 
the  Legislative  deference  Service  of  the  Library  of  Congress,  of  proposals 
with  respect  to  increasing  the  productivity  and  earnings/of  low-income  farm 
families  (pp.  1003l+d£>) 


6.  ELECTRIFICATION.  Sen.  deuberger  inserted  a  Sunday  Oregonian  article  describing 
differences  of  opinion  between  himself  and  Secretary  McKay  over  how  the  power 
resources  of  the  Pacific  Nprthwest  should  be  developed  (pp.  lOOJO-^). 


7*  CONTRACTS;  BUILDINGS.  PassedVith  amendment  S.  1644*  to  prescribe  policy  andu 
procedure  in  connection  with  construction  contracts  made  by  executive  agenciS 
(pp.  100i4.9-52,  IOO5I1.-7I) .  Sen.'sKilgore  stated  that  the  bill  would  prescribe 
Dolicy,  improve  existing  procedure  and  practices  in  connection  with  the  let¬ 
ting  of  lump-sum.  Federal  construction  cpntracts,  and  place  the  awarding  of 
such  contracts  on  a  more  efficient  bRsl^  (p.  100li9). 


8*  FLAMMABLE  FABRICS.  The  Interstate  and  Foreign  Commerce  Committee  ordered  re¬ 
ported  without  amendment  S.  1455*  tv>  amend  the  Flammable  Fabrics  Act  to 
exempt  from  its  application  scarves  which  op  not  present  an  unusual  hazard 
(p.  D791). 


9 ®  FARM  CREDIT.  The  Agriculture  and  Forestry  subcommittee  ordered  reported  with 
an  amendment  H.  R.  51&8,  to  provide  for  retirement  of  Government  capital  in 
certain  institutions  operating  under  FCA  supervision  (p.  D790) » 


10.  NOMINATION.  Received  nomination  of  Ehancis  0.  Wilcox \o  be  an  Assistant  Secre 


tary  of  State  (p,  10081). 


< 


11.  LEGISLATIVE  PROGRAM/  Sen.  Clements  announced  that  it  is  prSroosed  to  have  the 
Senate  consider  today  the  bill  to  authorize  loans  to  small  Reclamation  proj¬ 
ects  and  to  have  a  call  of  the  calendar  (p.  10081). 


/ 


HOUSE 


12.  APPROPRIATIONS.  Conferees  were  appointed  on  H.  R.  7278*  the  supplemental  ap¬ 
propriation  bill  (p.  IOO89).  Senate  conferees  were  appointed  on  July.  26. 


rum 


13*  GOVERNMENT  SECURITY.  Both  Houses  agreed  to  the  conference  report  on  H.  X.  Res. 
157*  to  establish  a  Government  Security  Commission  (pp.  10061,  10090).  This 
measure  is  now  ready  for  the  President. 


l4.  RAY.  The  Post  Office  and  Civil  Service  Committee  reported  without  amendment 

H.  R.  7619*  to  adjust  the  rates  of  compensation  of  the  heads  of  the  executive 
departments  and  of  certain  other  officials  of  the  Federal  Government  (H.  Rept. 

1471+)  (u.  10133). 
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HIGHLIGHTS:  Senate  passed  bill  for  loans  to  small  reclamation  projects.  House  and 
Senate  committees  reported  bills  to  increase  CCC  borrowing  authority  by  $2  billion. 
Senate  committee  voted  to  report,  executive  pay  bill.  Senate  committee  reported  bill 
to  permit  sale  of  CCC  cotton  at,  market  prices  and  farm  credit  bill.  Both  Houses 
agreed  to  conference  report  on  mutual  security  appropriation  bill.  House  Rules 
Committee  cleared  sugar  and  housing  bills.  House  committeecreported  National  Farm- 
■  City  Week  measure.  Sen.  Flanders  recommended  donation  of  wheat  to  China.  Sen. 
Anderson  inserted  Asst.  Secretary  Butz'  recent  Miss,  speech. 


2. 


SENATE 


\ 


1.  CCC  BORROWING  POWER.  The  Agriculture  and  Forestry  Committee  reported  without 
amendment./ S ,  260k,  to  increase  the  CCC  borrowing  power  from  $10  billion  to  $12 
billion aS.  Rept.  1200) (p.  10138). 


lTON,  The  Agriculture  and  Forestry  Committee  reported  with  amendment  S. 
to  permit  sale  of  CCC  stocks  of  cotton  that  are  in  excess  supply  for 
use  at  current  market  prices  (S.  Rept.  1199) (p.  10138). 


3.  FARM  CREDIT.  The  Agriculture  and  Forestry  Committee  reported  with  amendment 
H.  R.  5l68,  to  provide  for  retirement  of  the  Government  capital  in  certain 
institutions  operating  under  supervision  of  FCA,  and  to  increase  borrower  par¬ 
ticipation  in  the  management  and  control  of  the  Federal  Farm  Credit  System 
(S.  Rept.  1201) (p.  10138).  _  _ _ _ 


~2- 


4-N '-PERSONNEL.  The  Post  Office  and  Civil  Service  Committee  reported  with  amendmei 

2402,  to  increase  annuities  for  retired  employees  (Sc  Reptc  1176) (p«  10137)* 
During  calendar  call,  tie  bill  was  passed  over  at  the  request  of  several 
Senators  (p.  10198). 

The  Post  Office  and  Civil  Service  Committee  ordered  reported  (amei 
So  2628,  to  increase  the  pay  of  department  heads  and  other  major  Federal 


lied) 


officials  (p.  D804). 


5.  LEGISLATIVE  APPROPRIATION  BILL,  1956.  The  Appropriations  Committee  reported  with 
amendments  this  bill,  H.  R.  7117,  which  includes  items  for  GPO  and  the  library 
of  Congress  (S.  Kept.  1181) (p.  10158). 


6.  ACCOUNTING.  The  Government  Operations  Committee  reported  without  amendment  H. 
7034,  which  authorizes  the  Comptroller  General  to  relieve  a  disbursing  officer 
of  accountability  under  certain  circumstances  (So  Rept.  1185),  arid  H.  R«  7035, 
to  authorize  the  Comptroller  General  to  reimburse  funds  to  disbursing  officers 
under  certain  conditions, (s.  Rept.  1186 )(p.  10138).  See  Digest  115  for  provi¬ 
sions  of  these  bills. 


7.  EXTENSION  "WORK.  The  Government  Operations  Committee  reported  without  amendmeri^ 
H*  Jo  Res.  276,  to  authorize  the  Texas  Hill  Country  Development  Foundation  to 
convey  certain  land  to  Kerr  County,  Tex.  (S.  Rept.  1187)(p.  10138)» 


8.  FEES  AND  CHARBES.  The  Government  Operations  Committee  reported  with  amendment 
So  Res.  140,  relative  to  the  establishment  of  uniform  fees  and  charges  by 
Government  agencies  for  work  car  other' things  of  value  performed  by  them  (S< 
ftept.  1184) (p.  10138). 


9.  TEXTILES.  The  Interstate  and  Foreign  Commerce  Committee  reported  without  amend¬ 
ment  S.  1455,  to  amend  the  Flammable  Fabric^ Act  to  exempt  scarves  which  do  not 
represent  an  unusual  hazard  (S.  Rept.  1204) (p\  10138). 


10* 


RICE  ALLOTMENTS.  The  Agriculture  and  Forestry  Committee  reported  with  amendment 
S*  2511,  to  provide  that  no  rice  national  acreage,  allotment  shall  be  establish¬ 
ed  which  is  less  than  75$  of  the  final  allotment  established  for  the  immediate¬ 
ly  preceding  year  (S.  Rept.  1218) (p.  10138). 


11*  PROPERTY.  The  Government  Operations  Committee  reported Vith  amendments  S.  2591, 
to  amend  Sec.  602  of  the  Federal  Property  and  Administrative  Services  Act  with 
respect  to  utilization  and  disposal  of  excess  and  surplus  property  under  the 
control  of  the  executive  agencies  (S.  Rept.  1183)(p.  10138)) 


12.  RECORDS  MANAGEMENT .  The  Government  Operations  Committee  reported  without  amend¬ 
ment  S.  2364,  to  amend  the  Federal  Property  and  Administrative  .services  Act  so 
as  to  give  GSA  additional  control  over  records -management  work  ofxthe  executive 
departments  and  agencies  (S«  Rept.  1182)(p.  10138). 


MINIMUM  WAGE.  Sen.  Goldwater  suggested  that  State  enactment  of  minimurtkwage 
regulations  would  avoid  the  imposition  of  Federal  control  in  this  matte\v(pp. 
10205-6). 
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FARM  CREDIT  ACT  OF  1955 


July  28,  1955.— Ordered  to  be  printed 


Mr.  Holland,  from  tlie  Committee  on  Agriculture  and  Forestry, 

submitted  the  following 

REPORT 

[To  accompany  H.  R.  5168] 

The  Committee  on  Agriculture  and  Forestry,  to  whom  was  referred 
the  bill  (H.  R.  5168)  to  provide  for  retirement  of  the  Government 
capital  in  certain  institutions  operating  under  the  supervision  of  the 
Farm  Credit  Administration;  to  increase  borrower  participation  in 
the  management  and  control  of  the  Federal  Farm  Credit  System;  and 
for  other  purposes,  having  considered  the  same,  report  thereon  with  a 
recommendation  that  it  do  pass  with  an  amendment. 

The  Farm  Credit  Act  of  1953  required  the  Federal  Farm  Credit 
Board,  established  by  that  act,  to  study  and  make  recommendations 
to  Congress  as  to  methods  whereby  increased  borrower  participation 
could  be  effected  in  the  management,  control,  and  ultimate  ownership 
of  institutions  operating  under  the  supervision  of  the  Farm  Credit 
Administration.  H.  R.  5168  is  the  result  of  such  study  and  report 
and  your  committee  believes  it  would  be  a  forward  step  in  the  goal  of 
having  private  borrowers  owning  and  managing  these  credit  agencies. 

The  Senate  companion  bill,  S.  1286,  was  referred  to  a  subcommittee 
which  held  extensive  hearings  and  favorably  reported  the  legislation 
in  the  form  in  which  H.  R.  5168  passed  the  House  with  the  exception 
of  one  amendment.  The  amendment  recommended  by  the  subcom¬ 
mittee  and  approved  by  the  full  committee  would  specifically  prohibit 
the  present  surplus  and  contingency  reserves  of  the  banks  for  coopera¬ 
tives  from  being  distributed  as  patronage  refunds. 

Attached  herewith  are  the  subcommittee  report  and  the  report  of 
the  House  Committee  on  Agriculture  which  fully  explain  this  legisla¬ 
tion.  The  bill  was  passed  by  the  House  as  reported  by  the  Agriculture 
Committee. 

Report  of  the  Subcommittee  of  the  Committee  on  Agriculture  and 

Forestry  on  H.  R.  5168 

Your  subcommittee  to  whom  was  referred  the  bill  (H.  R.  5168)  to  provide  for 
retirement  of  the  Government  capital  in  certain  institutions  operating  under  the 
supervision  of  the  Farm  Credit  Administration  ;  to  increase  borrower  participation 
in  the  management  and  control  of  the  Federal  Farm  Credit  System;  and  for  other 
purposes,  having  considered  the  same  report  thereon  with  the  recommendation 
that  it  pass  with  an  amendment. 
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FARM  CREDIT  ACT  OF  1955 


The  subcommittee  amendment  would  insert  on  page  12,  line  9,  before  the 
period,  a  colon  and  the  following:  “Provided,  That  any  surplus  and  contingency 
reserves  shown  on  the  books  of  the  banks  as  of  the  effective  date  of  title  I  of  the 
Farm  Credit  Act  of  1955  shall  not  be  distributed  as  patronage  refunds”. 

This  amendment  would  make  it  absolutely  clear  that  no  part  of  the  surplus 
and  contingency  reserves  shown  on  the  books  of  the  banks  for  cooperatives  as 
of  the  date  of  enactment  of  the  bill  could  be  distributed  as  patronage  refunds. 
This  sum,  which  amounted  to  $81,720,003  as  of  December  31,  1954,  was  accumu¬ 
lated  in  large  part  through  the  use  of  interest-free  money  and  should  be  main¬ 
tained  in  the  system  to  assure  its  continued  stability  and  cushion  it  against  the 
effect  of  such  bona  fide  losses  as  might  be  sustained  at  some  future  time.  The 
existence  of  this  surplus  and  reserve  should  not  be  used  to  justify  the  establish¬ 
ment  of  interest  rates  below  those  otherwise  required,  but  interest  rates  should 
be  maintained  at  levels  sufficient  to  assure  the  continued  existence  of  this  reserve 
fund. 

The  principal  purpose  of  the  bill  is  to  provide  for  increased  borrower  participa¬ 
tion  in  the  Federal  Farm  Credit  System.  It  would  carry  out  the  recommendations 
submitted  to  Congress  by  the  Federal  Farm  Credit  Board  on  December  8,  1954 
(S.  Doc.  7,  84th  Cong.),  pursuant  to  section  2  of  the  Farm  Credit  Act  of  1953, 
except  those  relating  to  the  production  credit  institutions  which  were  covered  by 
section  201  of  the  bill  as  introduced,  which  section  was  eliminated  by  action  of  the 
House  of  Representatives.  The  provisions  eliminated  were  opposed  by  many  of 
the  witnesses  who  appeared  before  the  subcommittee.  The  bill  is  fully  explained 
in  the  report  of  the  House  Committee  on  Agriculture  attached  hereto. 

Spessard  L.  Holland, 

Chairman. 

Clinton  P.  Anderson, 

Earle  C.  Clements, 

George  D.  Aiken. 


[H.  Rept.  No.  863,  84th  Cong.,  1st  sess.] 

The  Committee  on  Agriculture,  to  whom  was  referred  the  bill 
(H.  R.  5168)  to  provide  for  retirement  of  the  Government  capital 
in  certain  institutions  operating  under  the  supervision  of  the  Farm 
Credit  Administration,  to  increase  borrower  participation  in  the  man¬ 
agement  and  control  of  the  Federal  farm  credit  system,  and  for  other 
purposes,  having  considered  the  same,  report  favorably  thereon  with 
amendments  and  recommend  that  the  bill,  as  amended,  do  pass. 

The  amendments  are  as  follows: 

Page  10,  line  14,  after  “Sec.  103.”  insert  “(a)”. 

Page  12,  line  9,  strike  out  “offective”  and  insert  “effective”. 

Page  12,  beginning  on  line  20,  strike  out  “pro  rata  in  accordance 
with  the  second  sentence  of  subsection  (c)  of  this  section”. 

Page  13,  beginning  on  line  19,  strike  out  the  remainder  of  page  13, 
all  of  page  14,  and  through  line  2  on  page  15,  and  insert: 

(c)  Application  op  Assets  on  Liquidation  or  Dissolution. — In  the  case 
of  liquidation  or  dissolution  of  any  bank  for  cooperatives,  after  the  payment  or 
retirement,  as  the  case  may  be,  first,  of  all  liabilities;  second,  of  all  capital  stock 
issued  before  the  effective  date  of  title  I  of  the  Farm  Credit  Act  of  1955  held  by 
cooperative  associations  at  par,  all  class  A  stock  at  par,  and  all  class  B  stock  at 
par;  and  third,  of  all  class  C  stock  at  par;  any  surpluses  and  contingency  reserves 
existing  on  the  effective  date  of  said  title  I  shall  be  paid  to  the  holders  of  out¬ 
standing  capital  stock  issued  before  the  effective  date  of  said  title  I,  class  A  stock 
and  class  C  stock  pro  rata,  and  any  remaining  surplus  and  contingency  reserves 
shall  be  distributed  to  those  entities  to  which  they  are  allocated  on  the  books  of 
the  bank.  If  it  should  become  necessary  to  use  any  surplus  or  contingency 
reserves  to  pay  any  liabilities  or  to  retire  any  capital  stock,  allocated  contingency 
reserves  and  surplus  shall  be  exhausted  first  in  accordance  with  rules  prescribed 
by  the  Farm  Credit  Administration. 

(b)  For  purposes  of  applying  the  amendment  in  subsection  (a)  of  this  section, 
that  part  of  the  fiscal  year  1956  preceding  the  effective  date  of  title  I  of  this  Act 
and  that  part  of  such  year  following  said  effective  date  shall  be  deemed  to  be 
separate  fiscal  years. 
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Page  16,  line  23,  strike  out  “three”  and  insert  “six”. 

Page  17,  line  19,  strike  out  “three”  and  insert  “six”. 

Page  23,  beginning  on  line  14,  strike  out  all  of  section  201,  through 
page  28,  line  8,  and  renumber  following  sections  to  conform. 

Page  30,  beginning  on  line  20,  strike  out  all  of  sections  207  and  208, 
through  page  31,  line  8. 

Page  34,  line  10,  strike  out  “therefore”  and  insert  “therefor”. 

Page  34,  line  13,  strike  out  the  period  at  the  end  of  subsection  (d) 
and  insert  “and  substituting  ‘but  loans  to  any  one  borrower  shall  not 
exceed  $100,000  unless  approved  by  the  Farm  Credit  Administra- 

tion’,”* 

Page  35,  line  10,  strike  out  “capitol”  and  insert  “capital”. 

Page  37,  line  2,  after  “Sec.  401.”  strike  out  through  and  including 
the  colon  on  line  8,  and  insert: 

(a)  Section  5  (b)  of  the  Farm  Credit  Act  of  1937,  as  amended,  is  amended  by- 
changing  the  sixth  sentence  thereof  to  read  as  follows: 

“After  the  date  of  enactment  of  the  Farm  Credit  Act  of  1955,  no  person  shall 
be  eligible  for  election  or  appointment  to  membership  on  said  Board  if  such  per¬ 
son  has  within  one  year  next  preceding  the  commencement  of  the  term  been  a 
salaried  officer  or  employee  of  the  Farm  Credit  Administration,  or  a  salaried 
officer  or  employee  of  any  corporation  operating  under  the  supervision  of  the 
Farm  Credit  Administration.” 

(b)  Section  5  (d)  of  the  Farm  Credit  Act  of  1937,  as  amended,  is  amended — 

(1)  by  substituting  “six  months”  for  “three  months”  wherever  it  occurs 
in  paragraph  (2)  thereof;  and 

(2)  by  adding  at  the  end  thereof  a  new  paragraph  as  follows:”. 

Page  38,  line  9,  strike  out  “this  sentence”  and  insert  “the  Farm 
Credit  Act  of  1955”. 

Statement 

Section  2  of  the  Farm  Credit  Act  of  1953  (act  of  August  6,  1953) 
states  that  it  is  the  policy  of  Congress  “to  encourage  and  facilitate 
increased  borrower  participation  in  the  management,  control,  and 
ultimate  ownership  under  the  permanent  system  of  agricultural  credit 
made  available  through  institutions  operating  under  the  supervision 
of  the  Farm  Credit  Administration.”  The  same  section  requires  the 
Federal  Farm  Credit  Board,  established  by  the  1953  act,  to  study  the 
further  steps  needed  to  carry  this  policy  into  effect  and  to  recommend 
to  Congress  such  additional  and  supplemental  legislation  as  might  be 
frequired. 

The  Board’s  report,  including  a  draft  of  its  recommendations  in 
legislative  form,  was  submitted  to  Congress  on  December  8,  1954,  and 
printed  as  Senate  Document  7,  84th  Congress.  H.  R.  5168,  reported 
herewith,  embodies  most  of  the  recommendations  contained  in  that 
report. 

At  the  hearings  on  the  bill,  which  continued  for  several  days, 
numerous  witnesses,  including  representatives  of  the  major  farm 
organizations,  appeared  in  support  of  the  measure.  No  witnesses 
appeared  in  opposition  to  the  bill  as  a  whole  but  there  was  a  substantial 
difference  of  opinion  as  to  the  merits  of  certain  portions  of  the  bill. 
In  general,  the  committee  amendments  have  changed  or  removed 
from  the  bill  those  portions  to  which  there  was  substantial  opposition. 
These  will  be  discussed  in  more  detail  later  in  the  report. 
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Farm  Credit  System 

Following  is  a  brief  outline  of  the  Federal  farm  credit  S37stem.  It 
consists  of  the  following: 

1.  The  Farm  Credit  Administration  which  supervises,  examines, 
and  coordinates  the  activities  of  the  credit  agencies  in  the  Federal 
farm  credit  system.  The  Farm  Credit  Administration  consists  of  the 
Federal  Farm  Credit  Board,  the  Governor,  and  its  other  officers  and 
employees. 

2.  The  Federal  land-bank  system  established  pursuant  to  the  Fed¬ 
eral  Farm  Loan  Act  approved  July  17,  1916.  It  consists  of  12  Federal 
land  banks  which  provide  farmers  and  ranchers  with  long-term  credit 
on  farms  and  ranches  through  approximately  1,100  national  farm  loan 
associations. 

3.  The  Federal  intermediate  credit  bank  system  established  pur¬ 
suant  to  the  Agricultural  Credits  Act  of  1923.  It  consists  of  12  banks 
which  discount  paper  for  or  make  loans  to  production  credit  associa¬ 
tions  and  also  to  certain  private  credit  agencies  making  short-term  ( 
agricultural  loans  to  farmers  and  ranchers. 

4.  The  production  credit  system  created  by  the  Farm  Credit  Act 
of  1933.  It  consists  of  12  production  credit  corporations  and  498 
production  credit  associations.  The  production  credit  corporations 
supervise  the  production  credit  associations,  which  make  short-term 
agricultural  loans  to  farmers  and  ranchers. 

5.  The  system  of  banks  for  cooperatives  also  created  by  the  Farm 
Credit  Act  of  1933.  It  includes  12  regional  banks  for  cooperatives 
and  1  Central  Bank  for  Cooperatives,  which  extend  credit  to  farmers’ 
marketing,  purchasing,  and  service  cooperatives. 

6.  The  Federal  Farm  Mortgage  Corporation  organized  under  the 
Federal  Farm  Mortgage  Corporation  Act  of  1934.  This  is  the  Cor¬ 
poration  which  made  the  Land  Bank  Commissioner-type  loan  under 
the  Emergency  Farm  Mortgage  Act  of  1933.  It  is  now  principally 
engaged  in  liquidating  the  remaining  loans  so  made  and  the  assets 
which  it  acquired  in  connection  with  such  loan  program. 

The  United  States  is  divided  into  12  farm  credit  districts  and  in 
each  district  there  is  a  Federal  land  bank,  a  Federal  intermediate 
credit  bank,  a  production  credit  corporation,  and  a  bank  for  coopera¬ 
tives.  In  order  to  coordinate  the  operations  of  each  of  these  institu-/'' 
tions  in  each  district  there  is  a  district  farm  credit  board,  the  members'* 
of  which  are  ex  officio  directors  of  each  of  the  institutions.  However, 
each  of  the  institutions  has  its  own  officers  elected  by  its  board  of 
directors.  Each  district  board  now  consists  of  7  members  selected 
as  follows:  2  members  elected  by  the  district  national  farm  loan  as¬ 
sociations,  2  members  elected  by  the  district  production  credit  asso¬ 
ciations,  1  member  elected  by  the  cooperative  associations  which  hold 
stock  in  the  regional  bank  for  cooperatives,  and  2  members  appointed 
by  the  Governor  of  the  Farm  Credit  Administration. 

The  bill  is  divided  into  four  titles:  Title  I  relates  to  banks  for  co¬ 
operatives;  title  II  relates  to  the  production  credit  system;  title  III 
to  the  Federal  land-bank  system;  and  title  IV  contains  miscellaneous 
provisions  relating  to  the  conduct  of  elections  pertaining  to  member¬ 
ship  on  district  farm  credit  boards  and  to  nominees  for  appointment 
to,  and  the  terms  of  office  of  members  on,  the  Federal  Farm  Credit 
Board. 
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TITLE  I — BANKS  FOR  COOPERATIVES 

The  system  of  banks  for  cooperatives  consists  of  13  banks,  12  re¬ 
gional  banks  for  cooperatives,  1  located  in  each  farm  credit  district, 
and  the  Central  Bank  for  Cooperatives  located  in  Washington,  D.  C. 
Upon  organization,  the  banks  were  capitalized  by  the  United  States 
out  of  the  revolving  fund  from  which  the  Federal  Farm  Board  previ¬ 
ously  made  loans  under  the  Agricultural  Marketing  Act  of  1929.  The 
original  capitalization  amounted  to  $110  million.  As  the  credit 
service  of  these  banks  to  farmers’  cooperatives  increased,  capital  sub¬ 
scriptions  by  the  United  States  increased  until  they  reached  $178.5 
million  in  1945.  Although  the  banks  have  continued  to  increase 
their  credit  services  to  cooperatives,  such  subscriptions  have  now  been 
reduced  to  $150  million.  Farmers’  cooperative  associations  borrow¬ 
ing  from  the  banks  are  required  to  purchase  capital  stock  or  subscribe 
to  the  guaranty  fund  (both  of  which  are  hereafter  referred  to  as  capital 
stock)  of  the  banks  in  stated  amounts  related  to  the  size  and  t}^pe  of 
loans.  As  of  December  31,  1954,  cooperative  associations  held  capital 
stock  totaling  $19,904,400,  and  the  banks  had  earned  surplus  and 
reserves  in  the  sum  of  $81,720,003.  A  balance  of  approximately 
$35.7  million  remains  in  the  revolving  fund  available  for  further  sub¬ 
scriptions  to  capital  in  these  banks  if  the  need  therefor  should  arise. 

The  banks  for  cooperatives  obtain  their  loan  funds,  in  addition  to 
the  capital  and  surplus,  through  the  sale  of  debentures  to  the  public 
and  by  loans  from  the  Federal  intermediate  credit  banks  and  com¬ 
mercial  banks.  Since  August  23,  1954,  the  banks  have  been  author¬ 
ized  to  sell  consolidated  collateral  trust  debentures  which  are  the  joint 
and  several  obligations  of  all  of  the  banks.  Prior  to  that  date  only  the 
Central  Bank  had  the  authority  to  issue  and  sell  debentures.  The 
first  issue  of  consolidated  debentures  was  dated  February  1,  1955,  and 
was  issued  to  refinance  an  issue  of  Central  Bank  debentures.  The 
authority  to  issue  consolidated  debentures  gave  the  banks  a  broader 
base  for  borrowings  and  should  assist  the  banks  to  rely  more  heavily 
upon  the  use  of  borrowed  funds  in  their  lending  operations. 

As  previously  stated,  the  banks  for  cooperatives  make  loans  to 
farmers’  marketing,  purchasing,  and  service  cooperatives.  The  loan 
programs  of  the  12  regional  banks  and  the  Central  Bank  are  coor¬ 
dinated  to  avoid  duplication  of  operations  and  lending  authority. 
Lending  limits  are  established  by  the  Farm  Credit  Administration 
for  the  regional  banks  based  on  a  percentage  of  their  capital,  surplus, 
and  reserves  depending  on  the  type  of  loan.  These  lending  limits  are 
sufficient  to  enable  the  regional  banks  to  meet  the  needs  of  most 
cooperative  associations.  When  the  amount  of  loans  applied  for  by 
a  single  borrowing  association  would  exceed  the  lending  limits  of  a 
regional  bank,  the  amount  above  the  lending  limit  is  offered  to  the 
Central  Bank.  Thus  a  regional  bank,  with  the  Central  Bank  par¬ 
ticipating  in  the  larger  loans,  has  been  able  to  distribute  the  risk, 
and  the  system  has  been  able  to  render  adequate  credit  service  on  a 
sound  basis  to  both  large  and  small  farmers’  cooperatives  throughout 
the  Nation.  The  Central  Bank  makes  a  few  loans  direct.  Also,  it 
has  served  as  a  source  of  funds  for  the  district  banks  which  has  per¬ 
mitted  greater  use  of  the  resources  of  the  system. 

Under  present  law,  the  required  capital  stock  purchases  by  borrow¬ 
ing  cooperatives  will  not  furnish  sufficient  capital  funds  to  permit  the 
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banks  to  operate  on  a  sound  basis  and  meet  the  credit  needs  of  farmers’ 
cooperatives.  As  presently  organized,  the  use  of  Government  capital 
is  essential  to  continued  operation  of  the  system. 

The  primary  purpose  of  title  I  of  the  bill  is  to  provide  a  plan  under 
which  the  banks  would  be  organized  on  a  truly  cooperative  basis. 
Borrowing  cooperatives  would  continually  make  capital  contributions 
to  the  system  so  long  as  they  used  its  credit  service.  Each  year  final 
net  savings  (after  taxes,  dividends,  reserves,  and  surplus  require¬ 
ments)  would  be  distributed  as  patronage  refunds  to  borrowing 
cooperatives  in  the  form  of  capital  stock,  all  of  which  capital  would 
remain  in  the  system  until  all  of  the  capital  stock  of  the  United  States 
had  been  retired.  Each  year  Government  capital  would  be  retired 
in  an  amount  equal  to  the  required  stock  contributions  of  and  the 
patronage  refunds  to  the  borrowing  cooperatives. 

TITLE  II - PRODUCTION  CREDIT  SYSTEM 

Title  II  of  the  bill  relates  to  the  production  credit  system  consisting  { 
of  12  production  credit  corporations,  which  are  wholly  Government- 
owned,  and  498  production  credit  associations.  Currently,  415  of  the 
production  credit  associations  are  wholly  member-owned  and  83  are 
jointly  owned  by  their  members  and  the  production  credit  corporations 
of  their  respective  districts. 

When  this  system  was  established  in  1933  the  production  credit 
corporations  were  created  as  wholly  owned  Government  corporations 
to  organize,  capitalize,  and  supervise  the  production  credit  associations 
in  each  district  so  that  short-term  agricultural  credit  would  be  avail¬ 
able  to  farmers  and  ranchers  throughout  the  United  States  on  a 
cooperative  basis. 

The  corporations  were  capitalized  by  stock  subscriptions  made  on 
behalf  of  the  United  States  out  of  a  revolving  fund  of  $120  million. 
As  each  association  was  organized  the  corporation  subscribed  to  the 
initial  capital  in  order  to  enable  it  to  commence  operations.  Approxi¬ 
mately  $90  million  of  the  corporation’s  capital  was  used  to  purchase 
stock  in  the  associations.  As  the  financial  position  of  the  associations 
grew  on  a  sound  basis  through  capital  contributions  made  by  their 
members  and  through  the  accumulation  of  earnings,  the  capital  stock 
held  by  the  corporations  was  retired  and  the  proceeds  were  returned/ 
to  the  corporations.  By  this  process  the  associations  are  being  con-* 
verted  into  member-owned  associations,  as  all  but  approximately  $3 
million  of  the  original  approximately  $90  million  has  been  returned. 

As  of  December  31,  1954,  member-owned  stock  in  the  498  associa¬ 
tions  was  as  follows:  Class  A  stock,  $25,019,916;  class  B  stock, 
$69,590,065.  No  class  C  stock  has  been  sold. 

As  of  December  31,  1954,  the  corporations  had  outstanding  stock 
owned  by  the  United  States  in  the  amount  of  $31,735,000  and  earned 
surplus  and  reserves  totaling  $14,037,840.  There  remains  in  the 
revolving  fund  $58,265,000  available  for  possible  future  subscriptions 
to  stock  in  the  corporations,  $30  million  having  been  returned  from 
the  original  revolving  fund  to  the  general  fund  of  the  Treasury.  All 
of  the  operating  costs  of  the  corporations  are  paid  out  of  earnings  on 
their  investments  or  out  of  their  accumulated  surplus  funds. 
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TITLE  III- — FEDERAL  LAND  BANK  SYSTEM 

Title  III  of  the  bill  contains  proposed  amendments  relating  to  the 
land-bank  system,  the  purpose  and  objective  of  which  are  to  increase 
borrower  participation  in  the  operations  of  the  system,  to  increase 
operating  efficiency,  and  to  render  a  more  complete  long-term  credit 
service  to  agriculture. 

The  Federal  land-bank  system  consists  of  12  Federal  land  banks 
and  approximately  1,100  national  farm  loan  associations.  All  of  the 
national  farm  loan  associations  are  capitalized  and  owned  by  their 
members,  and  all  of  the  capital  stock  of  each  Federal  land  bank  is 
owned  by  the  national  farm  loan  associations;  therefore,  the  land- 
bank  system  is  wholly  member-owned.  As  of  December  31,  1954, 
the  national  farm  loan  associations  owned  $78  million  of  capital  stock 
in  the  land  banks,  and  the  land  banks  had  earned  surplus  and  reserves 
totaling  $260  million. 

Initially  this  system  was  primarily  capitalized  by  the  United  States, 
under  a  plan  which  provided  for  eventual  borrower  ownership  through 
the  retirement  of  the  Government’s  capital  stock  subscriptions  as 
capital  contributions  of  members  increased. 

The  land  banks  make  their  loans  to  farmers  and  ranchers  through 
the  national  farm  loan  associations.  Each  borrower  must  be  a  member 
of  the  association  through  which  he  obtains  a  loan  and  he  must  pur¬ 
chase  stock  in  the  association  in  an  amount  equal  to  $5  for  each  $100 
borrowed.  The  association  in  turn  must  have  a  like  amount  of  stock 
in  the  land  bank.  When  the  Government  had  capital  invested  in  the 
land  banks,  the  law  required  that  each  year  an  amount  equal  to  25 
percent  of  the  subscriptions  by  the  national  farm  loan  associations  be 
retired.  Originally  the  Government  made  stock  subscriptions  total¬ 
ing  about  $9  million.  By  1932  this  figure  had  been  reduced  to  about 
$150,000.  However,  in  order  to  enable  the  banks  to  render  their 
credit  services  to  agriculture  during  the  severe  depression  of  the  early 
thirties,  $125  million  was  made  available  in  1932  for  subscriptions  by 
the  United  States  to  capital  stock  of  the  Federal  land  banks,  and  under 
subsequent  legislation,  the  first  of  which  was  enacted  in  1933,  the 
United  States  subscribed  to  the  paid-in  surplus  of  the  banks  in  the 
amount  of  approximately  $189  million  to  enable  the  banks  to  grant 
deserving  borrowers  extensions  and  deferments  of  payments  due  on 
mortgage  loans.  By  1947,  the  banks  had  repaid  all  of  these  funds, 
and  have  since  been  completely  member-owned. 

The  banks  obtain  their  loan  funds  over  and  above  their  capital  by 
the  sale  of  consolidated  farm  loan  bonds  to  the  public.  These  bonds 
are  the  joint  and  several  obligations  of  the  banks,  and  are  not  guaran¬ 
teed  either  as  to  principal  or  interest  by  the  United  States.  As  of 
December  31,  1954,  the  banks  had  outstanding  consolidated  bonds  in 
the  principal  sum  of  approximately  $1,030  million. 

At  the  present  time  the  banks  can  make  loans  on  farm  properties 
in  amounts  not  in  excess  of  65  percent  of  the  normal  value  of  the  indi¬ 
vidual  farm  offered  as  security  as  that  value  is  determined  by  land- 
bank  appraisers.  These  appraisers  are  employees  of  the  Farm  Credit 
Administration  and  they  operate  under  appraisal  standards  pre¬ 
scribed  by  the  Farm  Credit  Administration.  Loans  so  made  are 
eligible  collateral  for  the  consolidated  bonds  isused  by  the  banks. 
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Committee  Amendments 

With  the  exception  of  perfecting  and  clarifying  amendments, 
following  is  an  explanation  of  the  amendments  to  the  bill  made  by  the 
committee: 

SECTION  103 

This  section  amends  section  36  of  the  Farm  Credit  Act  of  1933. 
The  language  of  subsection  (c)  contained  in  the  bill  as  introduced 
would  have  retained  a  permanent  Government  interest  in  the  surplus 
and  reserves  of  the  banks  for  cooperatives,  even  after  all  the  Govern¬ 
ment  stock  in  the  banks  had  been  retired.  The  amendment  made 
by  the  committee  will  retain  a  Government  interest  in  the  surplus 
and  reserves  only  so  long  as,  and  to  the  extent  that,  there  is  Govern¬ 
ment  ownership  of  stock  in  the  banks.  In  the  event  of  liquidation, 
the  assets  remaining  after  payment  of  liabilities  would  be  divided 
pro  rata  among  the  stockholders. 

SECTION  201 

This  section,  covering  about  five  pages  in  the  bill,  provided  for 
substantial  changes  in  the  financial  structure  and  operation  of  the 
production  credit  associations  and  for  the  assumption  of  ownership 
by  the  associations  of  the  production  credit  corporations.  This  was 
the  most  generally  opposed  section  of  the  bill.  There  was  no  unanim¬ 
ity  of  criticism.  Some  witnesses  thought  it  was  too  generous  in  its 
treatment  of  production  credit  associations — others  that  it  imposed 
too  heavy  an  obligation  on  them.  The  great  majority  were  agreed, 
however,  that  the  matter  should  have  further  study.  With  this  the 
committee  agrees.  It  has  removed  section  201  from  the  bill  with  the 
understanding  that  the  Farm  Credit  Board  will  give  this  whole  matter 
further  study  and  will  make  new  recommendations  on  the  subject  by 
the  time  Congress  meets  in  January  1956.  Deletion  of  section  201 
required  also  the  deletion  of  two  minor  sections  of  title  II:  sections 
207  and  208. 

SECTION  304 

This  section  amends  section  12  of  the  Federal  Farm  Loan  Act, 
which  establishes  the  terms  and  conditions  on  which  farm  mortgage/ 
loans  may  be  made  by  the  Federal  land  banks.  Subsection  (a)  of  the 
bill  as  introduced  would  have  increased  the  present  ceiling  of  $100,000 
on  such  loans  to  $200,000  and  eliminated  the  requirement  that  loans 
in  excess  of  $25,000  must  have  the  approval  of  the  central  office  of 
the  Farm  Credit  Administration.  The  committee  amendment  puts 
the  ceiling  at  $200,000  but  requires  that  any  loan  in  excess  of  $100,000 
must  have  the  approval  of  the  Farm  Credit  Administration. 

SECTION  401 

The  committee  has  added  an  amendment  which  will  prohibit 
salaried  officers  or  employees  of  the  Farm  Credit  Administration  from 
hereafter  being  elected  or  appointed  members  of  a  district  farm  credit 
board.  Such  employees  are  now  ineligible  for  appointment  but  not 
for  election.  The  provision  will  not  affect  the  term  of  office  of  anyone 
now  serving  on  such  a  board. 
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Analysis  of  the  Bill 

Short  title 

Section  1  provides  that  the  short  title  of  the  bill  shall  be  the  Farm 
Credit  Act  of  1955. 

TITLE  I— BANKS  FOR  COOPERATIVES 

Stock  of  the  banks  for  cooperatives  (sec.  101 ) 

Section  101  would  amend  section  42  of  the  Farm  Credit  Act  of  1933 
so  as  to  provide  three  classes  of  stock  for  the  banks  for  cooperatives: 
Class  A,  class  B,  and  class  C.  Each  class  would  have  a  par  value  of 
$100  a  share. 

Under  present  law,  there  is  but  one  class  of  stock  for  the  banks 
for  cooperatives.  Approximately  88  percent  of  the  aggregate  stock  of 
the  Central  and  regional  banks  for  cooperatives  is  held  by  the  Gov¬ 
ernor  of  the  Farm  Credit  Administration  on  behalf  of  the  United 
States.  The  balance  is  held  by  borrowers  from  the  banks,  who  are 
required  to  purchase  stock  or  subscribe  to  the  guaranty  fund  in 
amounts  related  to  the  size  of  their  loans.  Present  law  authorizes 
dividends  up  to  7  percent  per  annum,  but  no  dividend  has  been  de¬ 
clared  or  paid  by  a  bank  for  cooperatives.  The  rights  of  existing 
stockholders  of  the  banks  are  adequately  protected. 

Class  A  stock. — Class  A  stock  would  be  held  only  by  the  Governor 
of  the  Farm  Credit  Administration  on  behalf  of  the  United  States. 
Existing  stock  so  held  by  the  Governor  on  the  effective  date  of  title  I 
of  the  bill  would  be  exchanged,  share  for  share,  for  class  A  stock  of 
the  respective  banks.  Class  A  stock  would  be  nonvoting  and  it  would 
not  be  entitled  to  dividends.  At  the  end  of  each  fiscal  year,  each 
bank  would  determine  the  amount  of  class  A  stock  to  be  retired  by  the 
bank.  Funds  from  the  retirement  of  class  A  stock  would  be  paid  into 
the  revolving  fund  in  the  United  States  Treasury  from  which  sub¬ 
scriptions  to  stock  of  the  banks  are  made  and  would  continue  to  be 
available  for  subscriptions  to  class  A  stock  when  required  for  the 
purpose  of  meeting  the  credit  needs  of  eligible  borrowers  from  the 
banks. 

The  amount  of  class  A  stock  which  each  bank  would  be  required  to 
retire  each  year  would  be  the  equivalent  in  dollar  value  of  the  amount 
of  class  C  stock  issued  by  the  bank  for  that  year  except  that  (1) 
class  C  stock  issued  by  a  regional  bank  on  account  of  class  C  stock 
issued  to  it  by  the  Central  Bank,  (2)  class  C  stock  issued  by  a  regional 
bank  in  exchange  for  class  B  stock  the  proceeds  of  which  were  used  to 
retire  an  equivalent  amount  of  class  A  stock,  and  (3)  class  C  stock 
issued  by  a  regional  bank  in  exchange  for  capital  stock  of  the  bank 
outstanding  on  the  effective  date  of  title  I  would  not  be  included  in 
calculating  the  minimum  amount  of  class  A  stock  the  bank  must 
retire.  Any  amount  of  class  A  stock  retired  in  excess  of  such  mini¬ 
mum  amount  in  any  one  year  could  be  used  to  reduce  to  that  extent 
the  amount  required  to  be  retired  in  any  subsequent  year. 

Class  B  stock. — Class  B  stock  would  be  an  investment  stock  intended 
for  sale  to  farmers’  cooperative  associations  and  others  as  one  of  the 
new  means  of  capitalizing  the  banks  for  cooperatives.  It  would  be 
sold  only  at  par  and  would  be  nonvoting.  With  the  approval  of  the 
Farm  Credit  Administration,  a  bank  would  be  authorized  to  pay 
noncumulative  dividends  on  class  B  stock  not  in  excess  of  4  percent 
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per  annum,  if  the  surplus  account  of  the  bank  after  the  payment  of 
such  dividends  would  not  be  less  than  25  percent  of  the  bank’s  out¬ 
standing  stock.  Patronage  refunds  could  not  be  distributed  in  any 
year  unless  for  that  year  a  dividend  of  at  least  2  percent  was  paid  on 
class  B  stock.  Class  B  stock  would  be  issued  in  series  and  amounts 
approved  by  the  Farm  Credit  Administration.  The  particular  condi¬ 
tions  of  such  stock  would  be  stated  on  the  face  of  the  stock  certificates. 
Class  B  stock  could  be  called  for  retirement  at  par  after  all  class  A 
stock  of  the  bank  has  been  retired,  the  oldest  outstanding  class  B  stock 
to  be  called  first.  A  holder  of  class  B  stock  whose  stock  has  been 
called  for  retirement  could  elect,  with  the  approval  of  the  issuing 
bank,  to  have  his  called  stock  remain  outstanding,  subject  to  its  being 
included  in  the  next  call  for  retirement. 

Class  C  stock. — Class  C  stock  would  in  effect  be  the  voting,  common 
stock  of  the  banks.  It  would  be  issued  at  its  fair  book  value  but  not 
in  excess  of  par.  No  dividends  would  be  paid  on  it.  Ordinarily  it 
would  be  issued  to  and  held  by  farmers’  cooperative  associations  which 
borrowed  from  the  banks  for  cooperatives,  but  class  C  stock  of  the 
Central  Bank  would  only  be  issued  to  and  held  by  regional  banks. 
Class  C  stock  could  be  issued  in  fractional  shares  as  well  as  whole 
shares. 

A  cooperative  association  holding  one  or  more  shares  of  class  C  stock 
of  a  regional  bank  for  cooperatives  would  be  entitled  to  vote  in  the 
polls  for  designating  nominees  for  appointment  to  the  Federal  Farm 
Credit  Board  pursuant  to  section  4  (a)  of  the  Farm  Credit  Act  of  1953, 
in  the  nomination  polls  and  elections  of  members  of  district  farm  credit 
boards  pursuant  to  section  5  of  the  Farm  Credit  Act  of  1937,  as 
amended,  and  in  the  nomination  and  election  of  directors  of  the  Central 
Bank  for  Cooperatives  under  section  104  of  the  bill.  The  association, 
in  such  polls  and  elections,  would  have  one  vote  only  without  regard 
to  the  number  of  shares  of  class  C  stock  held  by  it.  A  cooperative 
association  holding  class  C  stock,  and  otherwise  entitled  to  vote,  would 
not  be  eligible  to  vote  if  it  had  not  been  a  borrower  from  a  bank  of 
which  it  holds  class  C  stock,  or  from  the  Central  Bank,  within  a  period 
of  2  years  next  preceding  a  date,  fixed  by  the  Farm  Credit  Administra¬ 
tion,  prior  to  commencement  of  the  voting.  The  voting  rights  of  an 
association  holding  existing  stock  of  a  bank  for  cooperatives  would  not 
be  impaired.  Associations  holding  guaranty-fund  equivalents  of 
class  C  stock  or  of  existing  stock  would  have  the  same  voting  rights  as 
would  the  respective  holders  of  such  stock. 

Each  borrower  from  a  bank  for  cooperatives  would  be  required  to 
own,  at  the  time  the  loan  is  made,  at  least  one  share  of  class  C  stock, 
which  might  be  paid  for  out  of  the  loan  proceeds.  In  addition,  each 
borrower  would  be  required  quarterly  to  purchase  class  C  stock  in 
the  lending  bank  in  an  amount  equal  to  not  less  than  10  nor  more 
than  25  percent  of  the  amount  of  interest  on  loans  payable  by  the 
borrower  to  the  bank  during  the  calendar  quarter.  The  amount  of 
the  quarterly  stock  purchase,  within  the  10-25  percent  limits,  would 
be  prescribed  by  the  board  of  directors  of  the  bank  with  the  approval 
of  the  Farm  Credit  Administration.  Payments  for  the  stock  required 
to  be  purchased  would  be  made  quarterly  or  when  the  regular  inter¬ 
est  payments  of  the  borrower  were  payable.  The  stock  would  be 
issued  to  the  borrower  as  of  the  end  of  the  fiscal  year  in  the  amount 
of  such  payments  made  by  the  borrower  during  that  fiscal  year. 
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These  required  purchases  of  stock  would  not  necessarily  be  limited 
to  cooperative  associations  eligible  to  borrow,  but  might  be  imposed 
upon  other  entities  which  were  carrying  loans  with  a  bank;  for  example, 
an  association  might  become  ineligible  to  borrow  after  it  obtained  a 
loan  or  an  association’s  property  might  be  acquired,  subject  to  a 
loan,  by  a  corporation  not  qualified  as  a  cooperative  association. 
Borrowers  such  as  these  could  be  required  by  regulations  of  the  Farm 
Credit  Administration  to  make  the  quarterly  stock  purchases. 

Each  regional  bank  would  be  required  to  own  at  least  one  share  of 
class  C  stock  of  the  Central  Bank.  Also,  in  connection  with  each 
loan  made  by  a  regional  bank  in  which  the  Central  Bank  purchases 
a  participating  interest,  the  regional  bank  would  be  required  quarterly 
to  buy  class  C  stock  of  the  Central  Bank  in  an  amount  equal  to  not 
less  than  10  nor  more  than  25  percent  of  the  amount  of  interest  pay¬ 
able  by  the  regional  bank  to  the  Central  Bank  during  the  quarter  by 
reason  of  the  participating  interest  of  the  Central  Bank  in  the  loan. 
The  amount  of  the  quarterly  stock  purchase,  within  the  10-25  per¬ 
cent  limits,  would  be  prescribed  by  the  Board  of  Directors  of  the 
Central  Bank  with  the  approval  of  the  Farm  Credit  Administration. 
The  stock  would  be  paid  for  by  the  regional  bank  and  issued  by  the 
Central  Bank  in  substantially  the  same  way  that  borrowers  from  a 
regional  bank  would  pay  for  and  receive  class  C  stock  of  the  regional 
bank. 

After  all  class  A  stock  has  been  retired,  class  C  stock  could  be 
retired  at  par  through  the  method  of  retiring  first  the  oldest  class  C 
stock  outstanding,  but  class  C  stock  issued  for  a  fiscal  year  period 
could  not  be  retired  until  all  class  B  stock  issued  during  or  prior  to 
that  fiscal  year  had  been  called  for  retirement. 

Stock  conversion  privileges. — Outstanding  capital  stock  issued  before 
the  effective  date  of  title  I  held  by  a  borrower  could  be  converted 
into  class  B  or  class  C  stock,  and  class  B  stock  could  be  converted 
into  class  C  stock  for  the  purpose  of  making  the  quarterly  purchases 
of  class  C  stock  required  of  a  borrower  (see  also  sec.  111). 

Guaranty-fund  subscriptions  in  lieu  of  stock  purchases. — The  laws  of 
certain  States  do  not  permit  cooperative  associations  to  acquire  stock 
in  a  bank  for  cooperatives.  Consequently,  section  101  contains  provi¬ 
sions,  similar  to  provisions  of  the  existing  law,  which  would  authorize 
an  association  organized  under  the  laws  of  such  a  State,  in  lieu  of 
purchasing  stock,  to  subscribe  to  a  guaranty  fund  of  the  lending  bank 
in  amounts  equivalent  to  the  amounts  of  class  C  stock  which  the 
association  would  otherwise  be  required  to  purchase.  Patronage  re¬ 
funds  payable  to  such  an  association  would  be  credited  to  the  guaranty 
fund  for  its  account  in  lieu  of  the  issuance  of  class  C  stock.  Such  an 
association  would  also  be  authorized  to  make  payments  into  the 
guaranty  fund  in  lieu  of  the  purchase  of  class  B  stock.  To  the  extent 
permitted  by  the  laws  of  the  State  under  which  such  an  association  is 
organized,  the  holder  of  guaranty-fund  equivalents  of  class  B  or  class  C 
stock  would  have  the  same  rights  and  status  as  class  B  and  class  C 
stock,  respectively;  and  the  rights  and  obligations  of  the  bank  as 
respects  such  guaranty-fund  equivalents  would  be  the  same  as  its 
rights  and  obligations  with  respect  to  class  B  or  class  C  stock, 
respectively. 

Lien  on  stock. — Section  101  would  authorize  the  bank,  upon  default 
of  a  loan,  to  retire  and  cancel  all  or  any  part  of  the  borrower’s  stock 
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in  the  bank  at  fair  book  value  not  exceeding  par  in  total  or  partial 
liquidation  of  the  debt.  Thus,  stock  held  by  a  borrower  in  a  bank 
would  constitute  additional  collateral  for  any  indebtedness  of  the  bor¬ 
rower  to  the  bank.  If  an  association  borrowed  directl}r  from  the 
Central  Bank,  that  bank  would  have  a  first  lien  on  any  amount  of 
class  C  stock  which  the  association  owned  in  any  regional  bank  on 
account  of  the  direct  loan  from  the  Central  Bank,  and  the  regional 
bank  would  have  a  lien  on  such  stock,  for  any  indebtedness  of  the 
association  to  it,  junior  only  to  the  lien  of  the  Central  Bank.  If  a  direct 
loan  of  the  Central  Bank  were  in  default  and  class  C  stock  issued  by  a 
regional  bank  to  the  borrower  in  connection  with  the  loan  were  retired, 
the  corresponding  stock  in  the  Central  Bank  held  by  the  regional  bank 
would  also  be  retired. 

Election  of  additional  district  farm  credit  board  members. — Section  5 
(d)  (2)  (C)  of  the  Farm  Credit  Act  of  1937,  as  amended  by  section  15 
of  the  Farm  Credit  Act  of  1953,  provides  that  whenever  the  sum  of  the 
capital  stock  and  subscriptions  to  the  guaranty  fund  of  a  regional 
bank  for  cooperatives  held  by  cooperatives,  and  surplus  and  reserves 
of  the  bank,  shall  equal  or  exceed  66%  percent  of  the  total  capital  stock, 
subscriptions  to  the  guaranty  fund,  surplus,  and  reserves  of  the  bank, 
the  cooperative  associations  which  are  stockholders  or  subscribers  to 
the  guaranty  fund  of  the  bank  shall  under  prescribed  conditions  be 
entitled  to  elect  a  second  member  of  the  district  farm  credit  board. 
Section  101  provides  that,  for  the  purposes  of  calculating  such  66%  per¬ 
cent,  the  term  “capital  stock  and  subscriptions  to  the  guaranty  fund 
held  by  cooperatives,”  or  the  equivalent  of  that  term,  shall  mean  all 
outstanding  class  B  and  class  C  stock  of  the  bank  and  the  guaranty- 
fund  equivalents  thereof,  as  well  as  outstanding  stock  issued  before 
the  effective  date  of  title  I. 

Application  of  stock  provisions  to  Central  Bank  (sec.  102 ) 

Section  102  provides  that  the  provisions  of  the  bill  relating  to  class 
A,  class  B,  and  class  C  stock  of  the  regional  banks  shall  apply  generally 
to  the  Central  Bank.  An  association  borrowing  directly  from  the 
Central  Bank  would  be  required  to  own  at  the  time  the  loan  is  made 
at  least  one  share  of  class  C  stock  in  a  regional  bank  designated  by 
the  Farm  Credit  Administration.  Such  a  borrower  would  be  required 
to  invest  quarterly  in  class  C  stock  in  such  regional  bank  or  banks  as 
the  Farm  Credit  Administration  might  designate,  amounts  equal  to 
not  less  than  10  nor  more  than  25  percent  of  the  amount  of  interest 
payable  by  the  borrower  on  the  loan  during  the  calendar  quarter. 
The  amount  of  the  quarterly  stock  purchase,  within  the  10-25-per¬ 
cent  limits,  would  be  prescribed  by  the  Board  of  Directors  of  the 
Central  Bank  with  the  approval  of  the  Farm  Credit  Administration. 
Payments  for  the  stock  required  to  be  purchased  would  be  made 
quarterly  or  when  the  regular  interest  payments  of  the  borrower  were 
payable.  The  stock  would  be  issued  to  the  borrower  as  of  the  end  of 
the  fiscal  year  in  the  amount  of  such  payments  made  by  the  borrower 
during  that  year.  The  regional  bank  which  issued  stock  to  such  a 
direct  borrower  from  the  Central  Bank  would  be  required  to  purchase 
a  corresponding  amount  of  class  C  stock  in  the  Central  Bank. 

Application  of  savings;  distribution  of  assets  upon  liquidation  (sec.  103) 

Section  103  (a)  amends  section  36  of  the  Farm  Credit  Act  of  1933 
to  provide  a  new  method  of  application  and  distribution  of  the  net 
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savings  of  the  banks,  as  determined  for  each  fiscal  year  in  accordance 
with  the  bill,  whereby  all  such  savings  would  be  applied  or  distributed 
by  allocation  and  none  would  be  retained  by  the  banks  in  the  nature  of 
unapplied  or  unallocated  earnings.  Net  savings  would  be  the  amount 
of  income  of  a  bank  remaining  after  all  operating  expenses  are  paid  or 
provided  for,  including  the  establishment  of  reasonable  valuation 
reserves,  and  the  making  good  of  any  losses  in  excess  of  any  such 
valuation  reserves.  The  net  savings  would  be  applied  as  follows: 

1 .  Restoring  impairment  of  capital  stock. — If  the  board  of  direc¬ 
tors  of  a  bank  had  determined  that  the  capital  stock  of  the  bank 
was  impaired,  net  savings  would  be  applied  first  toward  the 
restoration  of  the  amount  of  such  impairment. 

2.  Creation  and  maintenance  of  surplus  account. — After  restora¬ 
tion  of  any  impairment  of  capital  stock,  25  percent  of  any  remain¬ 
ing  net  savings  would  be  carried  to  a  surplus  account.  As  used 
in  the  bill,  “surplus  account”  means  any  surpluses  and  contin¬ 
gency  reserves  shown  on  the  books  of  the  banks  as  of  the  effective 
date  of  title  I,  plus  amounts  added  to  the  surplus  account  after 
such  date.  Amounts  of  net  savings  required  to  be  carried  to 
surplus  account  after  the  effective  date  of  title  I  would  be  allo¬ 
cated  to  borrowers  on  a  patronage  basis  approved  by  the  Farm 
Credit  Administration  and  if  the  surplus  account  of  a  bank 
exceeded  25  percent  of  its  total  outstanding  capital  stock,  the 
bank  might  distribute  all  or  any  part  of  such  allocated  excess 
by  issuing  class  C  stock  to  the  patrons  to  whom  the  allocations 
were  made.  Any  surpluses  and  contingency  reserves  shown  on 
the  books  of  the  banks  as  of  the  effective  date  of  title  I  could 
not  be  allocated  or  distributed,  but  would  remain  as  a  part  of 
the  permanent  capital  structure  of  the  banks.  The  surplus 
account  would  be  divided  to  show  the  amounts  thereof  subject 
to  allocation  and  possible  distribution  in  class  C  stock,  and  the 
amounts  thereof  which  must  be  retained  in  the  bank. 

3.  Franchise  tax.- — If  during  all  or  any  part  of  a  fiscal  year  the 
United  States  held  stock  in  a  bank  for  cooperatives,  the  bank, 
after  making  the  required  transfer  to  surplus  account,  would,  as 
presently  provided  by  law,  pay  a  franchise  tax  to  the  United 
States  equal  to  25  percent  of  its  net  savings  then  remaining,  but 
not  exceeding  a  rate  of  return  on  the  Government’s  investment 
in  the  bank’s  stock  calculated  at  a  rate  equal  to  the  computed 
average  annual  rate  of  interest  on  all  public  issues  of  public-debt 
obligations  of  the  United  States  issued  during  the  fiscal  year  end¬ 
ing  next  before  such  tax  is  due.  Since  the  tax  would  be  due  on 
the  last  day  of  a  fiscal  year,  the  applicable  rate  of  interest  would 
be  the  rate  for  the  preceding  fiscal  year.  Patronage  refunds  re¬ 
ceived  by  a  regional  bank  from  the  Central  Bank  would  not  be 
included  in  the  computation  of  net  savings  of  the  regional  bank 
for  the  purpose  of  computing  the  franchise  tax  since  the  Central 
Bank  also  would  be  subject  to  the  franchise  tax  provisions. 

4.  Contingency  reserves. — Out  of  net  savings  remaining  after 
payment  of  any  franchise  tax  a  bank  could  establish  and  main¬ 
tain  reasonable  contingency  reserves.  Amounts  of  net  savings 
applied  to  contingency  reserves  after  the  effective  date  of  title  I 
would  be  allocated  to  borrowers  on  a  patronage  basis  approved 
by  the  Farm  Credit  Administration.  If  at  the  end  of  any  fiscal 
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year  a  bank  determined  that  a  portion  of  its  contingency  reserves 
was  no  longer  necessary,  such  portion  would  be  transferred  to  the 
surplus  account. 

5.  Dividends  on  class  B  stock. — Net  savings  remaining  after  any 
application  thereof  to  contingency  reserves  would  be  available  for 
dividends  on  class  B  stock  to  the  extent  and  under  the  conditions 
heretofore  discussed. 

6.  Patronage  refunds. — The  balance  of  any  net  savings  remain¬ 
ing  after  application  and  distribution  as  explained  above  would 
be  distributed  as  patronage  refunds.  Patronage  refunds  would 
be  paid  in  class  C  stock  and  would  be  paid  in  the  proportion  that 
the  amount  of  interest  earned  by  the  bank  on  the  loan  of  each 
borrower  bears  to  the  total  interest  earned  on  the  loans  of  all 
borrowers  from  the  bank  during  the  fiscal  year.  The  Central 
Bank  would  pay  patronage  refunds  in  its  class  C  stock  to  the 
regional  banks  upon  the  basis  of  participating  interests  the 
Central  Bank  held  in  loans  made  by  the  resnective  regional  banks. 
In  the  case  of  a  direct  loan  made  by  the  Central  Bank,  patronage 
refunds  of  the  Central  Bank  would  be  paid  in  class  C  stock  issued 
to  the  regional  bank  or  banks  which  issued  stock  to  the  borrower 
in  connection  with  such  direct  loans,  or  to  a  regional  bank  or 
banks  designated  by  the  Farm  Credit  Administration.  Regional 
banks  receiving  class  C  stock  of  the  Central  Bank  in  connection 
with  direct  loans  of  the  Central  Bank  would  issue  like  amounts 
of  their  class  C  stock  to  the  respective  borrowers. 

7.  Disposition  of  losses. — A  net  loss  in  any  fiscal  year  would  be 
absorbed  by:  First,  charges  to  allocated  contingency  reserves; 
second,  charges  to  allocated  surplus;  third,  charges  to  other  con¬ 
tingency  reserves  and  surplus;  fourth,  the  impairment  of  class 
C  stock;  and  fifth,  the  impairment  of  all  other  stock. 

Section  103  (a)  also  provides  for  the  distribution  of  assets  upon 
liquidation  or  dissolution  of  the  banks.  In  that  event,  all  liabilities 
would  first  be  paid  or  payment  thereof  provided  for.  Next,  capital 
stock  issued  before  the  effective  date  of  title  I  held  by  cooperative 
associations,  class  A  stock,  and  class  B  stock  would  be  retired  at  par. 
Remaining  assets  of  the  bank  would  be  used  next  to  retire  all  class  C 
stock  at  par.  Any  remaining  assets  would  then  be  distributed  as 
follows:  First,  surpluses  and  contingency  reserves  on  hand  on  the 
effective  date  of  title  I  would  be  paid  to  the  holders  of  outstanding 
stock  issued  before  the  effective  date  of  title  I,  class  A  and  class  C 
stock  pro  rata;  and  second,  any  residual  assets  (surpluses  and  contin¬ 
gency  reserves)  would  be  distributed  as  allocated  on  the  books  of  the 
bank.  Section  103  (a)  also  provides  that  in  absorbing  losses,  allocated 
contingency  reserves  and  allocated  surplus  shall  be  exhausted  first 
and  other  contingency  reserves  and  surplus  would  then  be  used. 

Section  103  (b)  provides  that  for  the  purpose  of  applying  the  amend¬ 
ment  in  subsection  (a),  the  fiscal  year  1956  may  be  divided  and  each 
part  thereof  treated  as  a  separate  fiscal  year.  Under  this  provision, 
the  savings  prior  to  the  effective  date  of  title  I  would  be  applied  in 
accordance  with  the  law  in  effect  before  such  date  and  savings  there¬ 
after  would  be  applied  in  accordance  with  the  amendment  contained 
in  section  103  (a). 
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Board  of  Directors  of  Central  Bank  (sec.  10 Jf) 

Under  existing  law  the  Board  of  Directors  of  the  Central  Bank  for 
Cooperatives  consists  of  seven  members.  One  member  is  an  official 
of  the  Farm  Credit  Administration  designated  by  the  Governor,  who 
is  ex  officio  Chairman  of  the  Board  and  chief  executive  officer  of  the 
bank.  The  remaining  6  Directors  are  appointed  by  the  Governor,  3 
from  nominees  selected  by  cooperative  associations  which  are  borrow¬ 
ers  from  the  Central  Bank. 

Section  104  would  amend  section  31  of  the  Farm  Credit  Act  of  1933 
to  provide  a  new  Board  of  seven  members  for  the  Central  Bank. 
Initially  4  Directors  would  be  appointed  by  the  Governor  of  the  Farm 
Credit  Administration  by  and  with  the  advice  and  consent  of  the 
Federal  Farm  Credit  Board  and  3  would  be  elected  by  the  regional 
banks  for  cooperatives  and  cooperative  associations  eligible  to  vote  in 
accordance  with  regulations  prescribed  by  the  Farm  Credit  Admin¬ 
istration.  Any  appointed  Director  could  be  removed  at  pleasure  at 
any  time  by  the  Farm  Credit  Administration.  The  terms  of  office 
of  members  of  the  new  Board  would  be  staggered  so  that  new  mem¬ 
bers  would  be  appointed  and  elected  each  year.  After  the  expiration  of 
initial  terms  expiring  at  the  end  of  1  and  2  years,  respectively,  the 
terms  of  office  of  all  appointed  and  elected  Directors  would  be  3  years. 

Initially,  for  the  purpose  of  electing  Directors  of  the  Central  Bark, 
the  12  farm  credit  districts  would  be  divided  into  3  areas,  each  com¬ 
prised  of  4  contiguous  farm  credit  districts,  and  a  Director  from  each 
of  such  areas  would  be  elected  from  nominees  selected  by  the  regional 
banks  of  the  area  and  cooperative  associations  of  the  area  eligible  to 
vote.  Whenever  the  sum  of  the  capital  stock  and  subscriptions  to 
the  guaranty  fund  of  the  Central  Bank  not  held  by  the  Government 
and  surplus  and  reserve  accounts  of  the  bank  equaled  or  exceeded 
66%  percent  of  the  total  capital  stock,  subscriptions  to  the  guaranty 
fund,  and  surplus  and  reserve  accounts  of  the  bank,  additional 
Directors  would  be  elected  until  a  total  of  6  of  the  Directors  were 
elected  Directors  and  the  remaining  1  an  appointed  Director.  When 
the  number  of  elected  Directors  is  to  be  increased  from  3,  the  Farm 
Credit  Administration  would  group  the  farm  credit  districts  into  6 
areas,  each  comprised  of  2  contiguous  farm  credit  districts  and  a 
Director  would  be  elected  from  each  of  said  6  areas  from  nominees 
selected  by  the  banks  for  cooperatives  and  associations  eligible  to 
vote  in  the  area.  If,  after  more  than  3  Directors  have  been  elected, 
the  sum  of  the  capital  stock  and  subscriptions  to  the  guaranty  fund 
of  the  Central  Bank  not  held  by  the  Government  and  surplus  and 
reserve  accounts  of  the  bank  should  fall  below  the  aforesaid  66% 
percent,  elected  Directors  as  their  terms  expired  would  be  replaced 
by  appointed  Directors  until  again  the  number  of  elected  Directors 
did  not  exceed  3. 

In  providing  for  the  election  of  Directors,  section  104  would  grant 
the  right  to  vote  to  the  regional  banks  for  cooperatives  and  to  coop¬ 
erative  associations  which  are  eligible  to  vote  and  own  one  or  more 
shares  of  class  C  stock  in  a  bank  or  one  or  more  shares  of  presently 
outstanding  stock.  A  principal  reason  for  extending  the  voting  rights 
in  this  way  is  because  it  is  contemplated  that  under  the  bill  there 
would  be  very  few  direct  borrowers  from  the  Central  Bank,  whereas 
the  regional  banks  and  cooperative  associations  using  the  system 
have  a  real  interest  in  the  management  of  the  affairs  of  the  Central 
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Bank.  Each  regional  bank  and  each  association  eligible  to  vote 
would  be  entitled  to  one  vote  only  without  regard  to  the  number  of 
shares  of  stock  it  held,  and  the  vote  could  be  cast  only  with  respect 
to  elections  in  the  area  in  which  is  located  the  main  office  of  the  voter. 

Elected  Directors  would  be  required  to  have  been  residents  of  the 
area  from  which  they  are  elected  for  a  period  of  at  least  2  years  prior 
to  the  election.  To  be  eligible  for  nomination,  election,  or  appoint¬ 
ment  as  a  Director,  a  person  could  not  have  been  within  a  period  of  1 
year  next  preceding  the  commencement  of  the  term  a  salaried  officer 
or  employee  of  the  Farm  Credit  Administration  or  of  any  corporation 
operating  under  supervision  of  the  Administration.  If  a  member  of 
the  Federal  Farm  Credit  Board  or  of  a  district  farm  credit  board  were 
appointed  or  elected  as  Director,  he  would  be  required  to  resign  as 
member  of  the  Federal  Board  or  district  board  before  assuming  duties 
as  Director  of  the  Central  Bank.  If  a  Director  of  the  Central  Bank 
became  a  member  of  the  Federal  Farm  Credit  Board  or  of  a  district 
farm  credit  board  or  an  officer  or  employee  of  the  Farm  Credit  Admin¬ 
istration  or  of  any  corporation  operating  under  its  supervision,  he 
would  not  be  eligible  to  continue  to  serve  as  Director  of  the  Central 
Bank.  The  provisions  of  section  104  with  respect  to  the  eligibility  of 
Directors  of  the  Central  Bank  is  patterned  after  the  similar  provisions 
of  the  Farm  Credit  Act  of  1953  relating  to  members  of  the  Federal 
Farm  Credit  Board. 

Powers  of  Boards  oj  Directors 

Under  the  present  law  the  Chairman  of  the  Board  of  the  Central 
Bank  is  an  officer  of  the  Farm  Credit  Administration  designated  by  the 
Governor.  This  official  is  also  the  chief  executive  officer  of  the  bank. 
The  powers  of  the  Board  of  Directors  are  such  as  are  prescribed  in  the 
charter  and  bylaws.  Section  105  would  authorize  the  Board  of 
Directors  to  elect  a  Chairman  and  a  Vice  Chairman  from  among  its 
members.  It  would  also  provide  specifically  that  the  Board,  subject 
to  approval  of  the  Farm  Credit  Administration,  would  have  power  to 
appoint  and  fix  the  compensation  of  the  chief  executive  officer  and 
such  other  officers,  employees,  experts,  and  consultants  as  might  be 
necessary  for  the  efficient  conduct  of  the  bank’s  business.  An  officer 
or  employee  of  the  Farm  Credit  Administration  would  not  be  eligible 
to  serve  as  chief  executive  officer  of  the  bank. 

Miscellaneous  provisions  (sec.  106) 

Policy  regarding  loans  by  Central  Bank. — Section  106  enacts  into 
law  the  present  policy  under  which  the  Central  Bank  makes  loans  only 
when  it  is  not  practicable  for  the  loan  to  be  made  by  a  regional  bank. 
Under  this  policy,  the  bulk  of  the  business  of  the  Central  Bank  is 
represented  by  interests  purchased  by  the  bank  in  the  larger  loans 
made  by  regional  banks. 

Authority  of  custodians  oj  collateral  (sec.  107). — Section  107  provides 
that  custodians  of  collateral  who  act  for  the  banks  for  cooperatives 
may  act  also,  with  the  approval  of  the  Farm  Credit  Administration, 
as  custodians  in  connection  with  loans  of  eligible  cooperative  associa¬ 
tions  obtained  from  other  sources.  This  provision  would  facilitate 
borrowings  by  the  cooperative  associations  from  commercial  lenders. 

Transfer  of  certain  functions  to  Central  Bank  Board  (sec.  108). — In 
view  of  the  provisions  of  section  105  whereby  the  chief  executive 
officer  of  the  Central  Bank  would  not  be  an  official  of  the  Farm  Credit 
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Administration,  and  the  proposed  broadening  of  the  powers  of  the 
Bank’s  Board  of  Directors,  section  108  provides  for  the  transfer  to 
the  Board  of  Directors  of  the  bank  or  the  Farm  Credit  Administration 
of  authorities  vested  in  the  Chairman  of  the  Board  under  present  law, 
and  provisions  of  existing  law  inconsistent  with  these  provisions  of 
the  bill  would  be  repealed  (sec.  110  (c)  also  repeals  a  provision  which 
is  inconsistent  with  the  provisions  of  the  bill). 

Interest  rates  (sec.  109). — Existing  law  relates  the  interest  rates  on 
loans  made  by  the  banks  for  cooperatives  to  interest  rates  charged 
by  Federal  intermediate  credit  banks  and  Federal  land  banks.  Interest 
rates  are  prescribed  by  the  Governor  as  he  determines  necessary  for 
the  needs  of  the  banks,  but  no  interest  rate  may  exceed  6  percent 
per  annum.  The  interest  rate  for  operating  capital  loans  is  conformed 
as  nearly  as  may  be  practicable  to  a  rate  1  percent  in  excess  of  the 
rate  paid  by  production  credit  associations  to  the  intermediate  credit 
banks.  The  interest  rate  on  commodity  loans  conforms  likewise  to 
the  prevailing  interest  rates  on  commodity  loans  charged  by  the  intcr- 
imediate  credit  banks  and  the  interest  rate  on  facility  loans  conforms 
to  the  rate  charged  by  the  Federal  land  banks  on  mortgage  loans. 
In  view  of  the  necessity  of  setting  rates  so  as  to  provide  adequate 
interest  income  to  the  banks  for  cooperatives,  it  seems  inappropriate 
and  unrealistic  to  relate  the  interest  rates  that  they  may  charge  to 
rates  charged  by  other  institutions.  Accordingly,  section  109  provides 
that  the  boards  of  directors  of  the  respective  banks  for  cooperatives 
would  prescribe  the  interest  rates  on  loans  from  time  to  time  with  the 
approval  of  the  Farm  Credit  Administration,  but  in  no  case  could 
the  interest  rate  exceed  6  percent  per  annum. 

Receivership;  voluntary  liquidation  (sec.  110). — The  present  law  pro¬ 
vides  receivership  and  voluntary  liquidation  proceedings  for  the 
regional  banks  for  cooperatives  but  not  for  the  Central  Bank.  Sec¬ 
tion  110  (a)  would  make  these  provisions  applicable  also  to  the  Central 
Bank. 

Limitation  on  compensation. — Section  110  (b)  would  repeal  the  pro¬ 
vision  of  law  limiting  to  $13,800  per  annum  the  compensation  which 
may  be  paid  directors,  officers,  or  employees  of  the  banks  for  coopera¬ 
tives,  production  ci’edit  corporations,  and  production  credit  associa¬ 
tions.  No  limitations  upon  compensation  have  ever  applied  to  Fed¬ 
eral  land  banks,  Federal  intermediate  credit  banks,  or  national  farm 
'loan  associations.  However,  the  compensation  of  officers  and  em¬ 
ployees  of  all  supervised  institutions  is  subject  to  the  approval  of  the 
Farm  Credit  Administration.  Placing  institutions  of  the  coopera¬ 
tive  bank  and  production  credit  systems  upon  the  same  basis  as  are 
the  others  would  be  consistent  with  the  express  congressional  policy 
to  facilitate  increased  borrower  participation  in  the  management, 
control,  and  ultimate  ownership  of  the  farm  credit  system. 

Authority  to  issue  regulations. — Section  110  (d)  would  extend  the 
general  authority  of  the  Farm  Credit  Administration  to  make  regula¬ 
tions  for  the  efficient  execution  of  the  Federal  Farm  Loan  Act  and 
acts  amendatory  thereof  and  supplementary  thereto  to  the  Farm 
Credit  Act  of  1933  and  acts  amendatory  thereof  and  supplementary 
thereto.  This  provision  would  grant  the  Farm  Credit  Administra¬ 
tion  the  same  authority  to  issue  regulations  with  respect  to  the  banks 
for  cooperatives,  the  production  credit  corporations,  and  production 
credit  associations  that  it  now  has  with  respect  to  the  Federal  land 
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banks,  Federal  intermediate  credit  banks,  and  national  farm  loan 
associations. 

Application  to  existing  loans  {sec.  Ill) 

Generally,  under  section  111  of  the  bill,  the  provisions  of  title  I 
would  not  apply  to  loans  made  before  its  effective  date,  except  as  and 
when  such  loans  might  be  brought  under  the  new  provisions  by  agree¬ 
ments  between  the  borrowers  and  the  lending  banks.  Holders  of 
stock  of  banks  for  cooperatives  issued  before  title  I  became  effective 
would  retain  voting  rights.  By  agreement  between  a  borrower  and 
the  bank,  such  stock  may  be  converted  in  whole  or  in  part  into  the 
new  class  B  or  class  C  stock  or  equivalent  guaranty-fund  credits. 
With  respect  to  any  such  stock  not  so  converted,  the  holder  would 
retain  his  right  to  have  such  stock  retired  upon  repayment  of  the 
loan.  With  the  approval  of  the  Farm  Credit  Administration,  a  bank 
might  retire  old  stock  and  hold  the  stock  proceeds  as  security  for  any 
indebtedness  of  the  borrower  to  the  bank. 

Effective  date  {sec.  112)  d 

In  order  that  ample  time  would  be  given  to  effect  the  fundament^ 
changes  contemplated  in  the  cooperative  bank  system  and  also  to 
obviate  difficulties  of  a  fiscal  nature,  section  112  provides  that  title  I 
would  be  effective  on  the  first  day  of  the  month  next  following  120 
days  after  the  date  of  enactment. 

TITLE  II — PRODUCTION  CREDIT  SYSTEM 

Title  IT  contains  provisions  relating  to  the  financial  structure  and 
operating  problems  of  the  production  credit  associations. 

Preferential  dividends  on  class  A  stock  {sec.  201) 

The  law  presently  grants  class  A  stock  preference  over  class  B 
stock  upon  liquidation  of  a  production  credit  association  but  provides 
that  these  two  classes  of  stock  shall  share  in  dividend  distributions 
without  preference.  Class  B  stock  is  held  for  the  most  part  by 
member-borrowers  of  the  associations,  generally  in  amounts  required 
in  connection  with  their  loans.  Class  A  stock  represents  investment 
capital  provided  by  members,  many  of  whom  are  not  currently 
borrowing,  and  capital  provided  by  the  production  credit  corporations. 
Many  members  of  production  credit  associations  have  voluntarily 
purchased  class  A  stock  to  make  possible  a  reduction  in  the  amounr 
of  Government  capital  in  the  associations.  The  great  majority  of 
associations  have  refrained  from  paying  dividends  in  order  to  build 
up  their  financial  strength.  Thus,  the  stockholders  of  many  associa¬ 
tions  have  carried  their  stock  investment  for  a  long  period  without 
dividends.  It  is  felt  that  the  time  has  now  come  to  recognize  the 
position  of  class  A  stockholders,  who  are  contributing  to  the  perma¬ 
nent  capital  of  the  associations,  by  making  it  possible  for  associations 
to  pay  dividends  for  their  benefit  without  necessarily  paying  like 
dividends  on  the  class  B  stock.  Section  201  would  authorize  the 
associations  to  pay  dividends  on  class  A  stock  without  also  paying 
dividends  on  class  B  stock.  Class  B  stock  is  largely  held  by  the  active 
borrowers  receiving  direct  benefits  in  the  form  of  loans  from  the 
associations.  This  section,  by  encouraging  further  investments  in 
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class  A  stock,  would  tend  to  reduce  the  need  for  Government  capital 
in  the  associations. 

Distribution  of  earnings ;  elimination  oj  guaranty  fund;  payment  of 
dividends  (sec.  202) 

The  law  now  requires  as  a  condition  precedent  to  the  payment  of 
dividends  by  a  production  credit  association  that  it  establish  and 
maintain  out  of  its  earnings  a  guaranty  fund  at  least  equal  in  amount 
to  25  percent  of  its  paid-in  capital.  The  guaranty  fund  of  an  asso¬ 
ciation  may  not  be  used  for  making  loans  to  farmers  nor  as  security 
for  borrowings  bv  the  association.  Accordingly,  the  guaranty  fund 
of  an  association  is  largely  immobilized  and  the  association  is  handi¬ 
capped  to  that  extent  in  the  full  use  of  its  capital  funds  in  meeting 
the  credit  needs  of  its  members.  Therefore,  section  202  would  abolish 
the  guaranty  fund  and  provide  that  the  earnings  of  an  association 
in  excess  of  its  operating  expenses  would  be  applied,  first,  to  the 
restoration  of  capital  impairments,  if  any,  and  second,  to  the  establish- 
jment  and  maintenance  of  a  surplus  account,  the  minimum  amount  of 
which  would  be  prescribed  by  the  production  credit  corporation  of 
the  district.  As  is  the  case  under  existing  law,  an  association  would 
be  authorized  to  pay  dividends  of  not  to  exceed  7  percent  per  annum; 
however,  dividends  would  be  paid  only  when  such  payments  are 
approved  by  the  production  credit  corporation  of  the  district  and  are 
consistent  with  policies  established  by  the  Farm  Credit  Adminis¬ 
tration. 

Reserves  transferred  to  surplus  account  (sec.  203 ) 

Section  203  provides  that  as  of  the  effective  date  of  title  II,  any 
amounts  held  by  a  production  credit  association  pursuant  to  present 
lawT  in  its  guaranty  fund  or  in  its  reserve  for  bad  and  doubtful  debts 
wrould  be  transferred  to  the  surplus  account  wdiich  would  be  estab¬ 
lished  under  section  202. 

Approval  of  “ excess ”  loans  (sec.  204) 

Because  section  202  would  abolish  the  guaranty  fund  of  associations, 
section  204  would  also  eliminate  from  the  statute  the  prohibition 
against  use  of  the  guaranty  fund  for  making  loans  to  farmers  and  would 
amend  provisions  relating  to  the  size  of  loans  which  require  prior  ap¬ 
proval  by  the  production  credit  corporation  or  by  the  corporation  and 
the  Farm  Credit  Administration.  Under  present  law  such  approvals 
are  required  if  a  proposed  loan  exceeds  specified  percentages  of  the 
lending  association’s  capital  and  guaranty  fund.  Section  204  would 
change  the  provisions  as  regards  prior  approval  of  loans  by  providing 
that  no  loan  could  be  made  by  an  association  which  would  cause  the 
aggregate  indebtedness  of  the  borrower  to  the  association  to  exceed 
15  percent  of  the  capital  and  surplus  of  the  association  unless  the  loan 
is  approved  by  the  production  credit  corporation,  and  a  loan  could 
not  exceed  35  percent  of  the  capital  and  surplus  of  the  association 
unless  it  is  approved  also  by  the  Farm  Credit  Administration.  The 
new  provisions  with  respect  to  prior  approval  of  loans  would  require 
approval  of  substantially  the  same  size  loans  as  must  have  prior 
approval  under  existing  law. 

Taxable  status  of  associations  (sec.  205) 

Under  present  law  a  production  credit  association  is  exempt  from 
most  taxes  so  long  as  the  production  credit  corporation  owns  any  of 
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its  stock.  When  all  stock  of  the  association  owned  by  the  corporation' 
is  retired,  such  tax  exemption  would  terminate.  Section  205  would 
provide  that  where  the  production  credit  corporation  holds  no  class  A 
stock  of  an  association  but  owns  class  C  stock  (authorized  by  the 
Farm  Credit  Act  of  1953),  the  association  would  be  subject  to  taxation. 

TITLE  III — FEDERAL  LAND  BANK  SYSTEM 

Title  III  contains  amendments  relating  to  the  land-bank  system, 
the  purpose  and  objective  of  which  are  to  increase  borrower  participa¬ 
tion  in  the  operations  of  the  system,  to  increase  operating  efficiency, 
and  to  render  a  more  complete  long-term  credit  service  to  agriculture. 

Reports  to  Farm  Credit  Administration  (sec.  SOI ) 

Under  present  law,  the  Federal  land  banks  and  the  national  farm 
loan  associations  are  required  to  furnish  the  Farm  Credit  Administra¬ 
tion  with  a  quarterly  statement  of  their  condition.  In  addition,  it  is 
the  duty  of  the  secretary-treasurer  of  each  national  farm  loan  assoc ia^. 
tion  to  furnish  a  quarterly  report  to  the  Farm  Credit  AdministratiopT 
Experience  has  shown  that  such  reports  are  not  necessary  quarterly 
and  that  it  may  be  preferable  to  have  them  at  other  intervals,  such  as 
annually  or  semiannually.  Section  301  would  amend  such  provisions 
to  require  that  the  reports  involved  be  made  to  the  Farm  Credit 
Administration  “as  required  by  it,”  instead  of  “quarterly.” 

Stock  subscriptions  by  the  United  States  (sec.  SOS) 

The  Federal  Farm  Loan  Act  contains  a  paragraph,  added  in  1932,. 
which  provides  for  subscriptions  by  the  United  States  to  the  capital 
stock  of  the  Federal  land  banks,  authorizes  an  appropriation  of  $  125- 
million  therefor,  and  directs  that  repayments  of  such  stock  be  held 
in  a  revolving  fund  available  for  further  stock  subscriptions.  The- 
last  of  the  stock  held  by  the  United  States  in  the  land  banks  was  paid 
off  and  retired  in  1947  and,  as  directed  by  the  Congress,  the  revolving 
fund  was  covered  into  the  general  fund  of  the  Treasury  in  1950.  At 
the  present  time,  therefore,  there  is  no  appropriation  available  for 
further  subscriptions  by  the  United  States  to  the  capital  stock  of  the 
land  banks  and  section  302  would  repeal  the  statutory  authority  for 
such  subscriptions  and  appropriations. 

Appraisals  by  land  bank  designees  (sec.  SOS )  C 

Before  a  Federal  land-bank  loan  now  may  be  closed,  the  application4 
therefor  must  be  referred  to  a  land-bank  appraiser,  who  is  a  public 
official  appointed  by  the  Farm  Credit  Administration,  to  investigate 
and  make  a  written  report  on  the  security  offered  for  the  loan.  The 
loan  may  not  be  made  unless  such  written  report  of  the  land-bank 
appraiser  is  favorable.  Also,  the  amount  of  any  loan  may  not  exceed 
65  percent  of  the  normal  value  of  the  security  as  determined  by  the 
land-bank  appraiser.  A  loan  made  within  such  requirements,  among 
others,  may  then  be  pledged  by  the  bank  as  collateral  security  for 
farm  loan  bonds  at  the  amount  of  its  unpaid  balance. 

As  a  result  of  long  experience  in  making  and  servicing  such  loans, 
there  are  now  employees  of  national  farm  loan  associations  and  of 
Federal  land  banks,  as  well  as  certain  others  in  each  district,  suffi¬ 
ciently  familiar  with  the  appraisal  standards  prescribed  by  the  Farm 
Credit  Administration  to  enable  such  employees,  subject  to  subsequent 
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review  by  a  regular  land-bank  appraiser,  to  make  the  investigation 
and  appraisal  of  the  security  now  required  to  be  made  by  a  land-bank 
appraiser.  Section  303  would  amend  section  10  of  the  Federal  Farm 
Loan  Act  to  authorize  a  Federal  land  bank,  with  the  approval  of  the 
Farm  Credit  Administration,  to  make  a  loan  on  the  basis  of  an  investi¬ 
gation  and  a  favorable  written  report  by  a  person  designated  by  the 
Federal  land  bank  of  the  district.  A  loan  so  made  could  then  be  used 
as  collateral  for  bonds  at  its  unpaid  balance.  A  bank  making  any 
such  loan  would  be  required  to  obtain,  within  1  year,  a  written  report 
on  the  security  for  the  loan  by  a  regularly  appointed  land-bank 
appraiser.  In  the  event  that  the  unpaid  balance  of  the  loan  is  more 
than  65  percent  of  the  normal  value  established  by  the  land-bank 
appraiser,  the  loan  could  not  thereafter  be  carried  as  bond  collateral 
at  an  amount  in  excess  of  such  65  percent.  Further,  the  loan  could 
not  thereafter  be  used  as  bond  collateral  in  any  amount  unless  the 
report  by  the  land-bank  appraiser  establishes  that  the  security  meets 
the  standards  prescribed  by  the  Farm  Credit  Administration  for  a 
^.nd-bank  loan. 

Purposes  oj  loans  (sec.  304  («-)) 

The  Federal  Farm  Loan  Act  enumerates  five  purposes  for  which 
Federal  land-bank  loans  may  be  made.  One  of  the  specified  purposes 
is  to  provide  the  owner  of  the  land  mortgaged  with  funds  for  general 
agricultural  uses.  This  purpose  is  broad  enough  to  include  such  other 
specified  purposes  as  the  purchase  of  land  for  agricultural  uses;  the 
purchase  of  equipment,  fertilizers,  and  livestock  for  operation  of  the 
mortgaged  farm;  and  to  provide  buildings  and  farmland  improvements. 
The  other  specific  purpose  of  such  loans  is  to  liquidate  indebtedness 
of  the  owner  of  the  land  mortgaged  incurred  for  agricultural  purposes, 
or  incurred  at  least  2  years  prior  to  the  date  of  the  loan  application. 
In  some  instances,  an  applicant  may  desire  to  obtain  a  loan  for  a 
purpose  which  is  sound  and  appropriate  in  his  circumstances,  but  the 
purpose  is  not  plainly  within  those  enumerated  in  the  existing  law. 
Section  304  (a)  would  restate  the  existing  purposes  in  a  single  compre¬ 
hensive  provision  which  would  recognize  not  only  all  general  agricul¬ 
tural  purposes,  but,  under  rules  and  regulations  of  the  Farm  Credit 
Administration,  also  other  requirements  of  the  owner  of  the  land  to 
be  mortgaged  as  security  for  the  loan. 

Basis  of  farm  appraisal  (sec.  304  (b)) 

The  law  now  provides  that  a  Federal  land-bank  loan  may  not  exceed 
65  percent  of  the  normal  value  of  the  farm  mortgaged,  as  ascertained 
by  appraisal,  and  that  “In  making  said  appraisal  the  value  of  the 
farm  for  agricultural  purposes  shall  be  the  basis  of  appraisal  and 
the  normal  earning  power  of  said  farm  shall  be  a  principal  factor.” 
Section  304  (b)  would  amend  the  sentence  to  add  that,  “consistent  with 
community  standards,  the  appraisal  may  also  reflect  home  advantages, 
and  the  availability  to  a  typical  operator  of  the  property  of  earnings 
from  other  dependable  sources  to  supplement  the  normal  earning  power 
of  the  farm.” 

Appraisals  under  the  existing  statutory  standard  have  reflected  to 
some  extent  the  home  advantages  of  the  farm  offered  as  security, 
as  well  as  the  availability  of  earnings  from  other  dependable  sources. 
However,  under  existing  statutory  restrictions  these  factors  in  many 
instances  could  not  be  sufficiently  reflected  in  the  appraisals  so  that 


22 


FARM  CREDIT  ACT  OF  195  5 


so-called  part-time  farms,  the  operators  of  which  commonly  avail 
themselves  of  other  employment,  could  be  deemed  acceptable  security 
for  land-bank  loans.  The  amendment  made  by  section  304  (b)  would 
enable  the  Federal  land  banks  to  extend  their  loan  service  to  cover 
many  of  such  part-time  farm  properties. 

Loans  to  farming  corporations  (sec.  304  (c)) 

Since  1935,  the  Federal  Farm  Loan  Act  has  included  a  provision 
that  Federal  land-bank  loans  may  be  made  to  a  corporation  engaged 
in  the  raising  of  livestock  if  at  least  75  percent  in  value  and  number  of 
shares  of  the  stock  of  the  corporation  is  owned  by  individuals  them¬ 
selves  personally  actually  engaged  in  the  raising  of  livestock  on  the 
farm  to  be  mortgaged  as  security  for  the  loan,  and  if  the  owners  of  at 
least  75  percent  in  value  and  number  of  shares  of  the  stock  of  the 
corporation  assume  personal  liability  for  the  loan.  The  conditions 
applicable  to  livestock  corporation  loans  make  such  loans  available, 
for  the  most  part,  only  to  cases  of  closely  held  or  family-type  corpora¬ 
tions.  Section  304  (c)  would  amend  the  existing  provision  to  authorize  £ 
loans  to  corporations  engaged  in  general  farming  operations  if  they* 
meet  the  same  requirements  which  now  apply  to  corporations  engaged 
in  the  raising  of  livestock. 

Maximum  loans  (sec.  804  (d)) 

Under  existing  law  the  amount  of  land-bank  loans  to  any  one  bor¬ 
rower  is  limited  to  $100,000,  but  loans  to  any  one  borrower  may  not 
exceed  $25,000  unless  approved  by  the  Farm  Credit  Administration. 
Section  304  (d)  of  the  bill  would  increase  the  maximum  loan  limit  from 
$100,000  to  $200,000,  and  require  loans  over  $100,000  to  be  approved 
by  the  Farm  Credit  Administration. 

Deferment  of  installment  payments  (sec.  305) 

Federal  land-bank  loans  are  required  to  be  made  on  an  amortization 
plan  under  which  the  loan  will  be  repaid  within  an  agreed  period  of 
not  more  than  40  years.  The  land  banks  now  have  authority  to  per¬ 
mit  borrowers  to  defer  the  payment  of  principal  installments  on  their 
loans  in  distress  cases.  The  Federal  Farm  Loan  Act  also  includes  a 
provision  which  specifically  authorizes  the  banks  to  permit  a  borrower 
to  defer  payment  of  the  principal  portions  of  installments  on  his  loan 
in  order  that  he  may  pay  indebtedness  secured  by  a  lien  junior  to  the^i 
lien  of  the  bank  upon  the  farmland  mortgaged  to  secure  his  land-% 
bank  loan.  Section  305  would  permit  deferments  for  other  purposes 
for  a  period  not  exceeding  5  years  under  regulations  prescribed  by  the 
Farm  Credit  Administration. 

Legal  reserves  (sec.  306  (a)) 

Federal  land  banks.— Under  existing  law,  each  land  bank  is  required 
to  carry  to  reserve  account  semiannually  a  certain  percentage  of  its 
net  earnings  (not  less  than  50  percent  until  said  reserve  equals  its 
capital  stock  and  thereafter  10  percent).  There  is  no  limitation  on 
the  total  amount  of  legal  reserve  which  is  thus  required  to  be  estab¬ 
lished.  Section  306  (a)  would  limit  the  legal  reserve  required  to  be 
accumulated  by  a  Federal  land  bank  to  150  percent  of  its  outstanding 
capital  stock,  and  permit  any  land  bank  having  a  legal  reserve  in 
excess  of  such  150  percent  to  withdraw  such  excess  from  the  legal 
reserve  account  with  the  approval  of  the  Farm  Credit  Administration. 
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National  farm  loan  associations  (sec.  306  (&)). — Under  existing  law, 
each  national  farm  loan  association  is  required  to  carry  to  reserve 
account  semiannually  a  certain  percentage  of  its  net  earnings  (not 
less  than  10  percent  until  said  reserve  equals  25  percent  of  its  capital 
stock  and  thereafter  5  percent).  As  in  the  case  of  the  Federal  land 
banks,  there  is  no  limitation  on  the  total  amount  of  legal  reserve 
which  >s  thus  required  to  be  established.  Section  306  (b)  would 
limit  the  legal  reserve  required  to  be  accumulated  by  a  national  farm 
loan  association  to  50  percent  of  its  outstanding  capital  stock,  and 
would  permit  any  association  having  a  legal  reserve  in  excess  of  50 
percent  of  its  outstanding  capital  stock  to  withdraw  such  excess  from 
the  legal  reserve  account  with  the  approval  of  the  Farm  Credit 
Administration. 

Effective  date. — Section  306  (c)  of  the  bill  would  make  the  new 
limitations  on  the  legal  reserves  of  land  banks  and  farm  loan  associa¬ 
tions  effective  on  the  next  January  1,  or  July  1  whichever  first  occurs 
after  enactment. 

Examination  costs  of  national  farm  loan  associations  (sec.  307 ) 

Under  existing  law,  the  costs  of  examinations  of  the  national  farm 
loan  associations  by  the  Farm  Credit  Administration  is  assessed 
against  and  collected  from  the  Federal  land  bank  in  the  district,  and 
there  is  no  provision  for  recovery  of  such  costs  from  the  national  farm 
loan  associations.  Section  307  would  provide  that  such  costs  of 
examinations  shall  be  apportioned  to  the  national  farm  loan  associa¬ 
tions  but  shall  continue  to  be  assessed  against  and  collected  from 
the  Federal  land  bank  of  the  district,  with  the  bank  being  authorized 
to  collect  such  amounts  from  the  associations  in  a  manner  approved 
by  the  Farm  Credit  Administration. 

TITLE  IV - MISCELLANEOUS  PROVISIONS 

Elections 

Directors  of  district  boards. — Section  401  (a)  would  amend  section 
5  (b)  of  the  Farm  Credit  Act  of  1937  to  make  ineligible  for  election 
to  a  district  farm  credit  board  any  salaried  officer  or  employee  of 
the  Farm  Credit  Administration  or  of  any  corporation  operating  under 
the  supervision  of  the  Farm  Credit  Administration.  Any  such  officer 
or  emplo3^ee  is  now  ineligible  for  appointment  to  membership  on  the 
district  board.  This  amendment  would  not  affect  the  term  of  office 
of  any  person  serving  on  such  board  on  the  date  of  enactment  of  the 
bill. 

Three  of  the  7  members  of  a  district  farm  credit  board  are  elected 
1  each  by  3  groups  of  associations  in  the  district  (national  farm  loan 
associations,  production  credit  associations,  and  cooperatives  which 
are  stockholders  or  subscribers  to  the  guaranty  fund  of  the  regional 
bank  for  cooperatives).  Each  of  these  groups  is  entitled  to  elect  an 
additional  director  to  the  district  farm  credit  board  to  serve  in  lieu 
of  an  appointed  district  director  (or  third  district  director),  whenever, 
as  determined  by  the  Farm  Credit  Administration,  the  Government 
capital  devoted  to  such  group  has  either  been  returned  or  reduced 
below  a  specified  level.  Under  existing  law,  such  an  election  may  not 
be  begun  until  the  required  determination  is  made  by  the  Farm 
Credit  Administration  as  of  the  date  3  months  before  the  expiration  of 
the  term  of  office  to  which  the  additional  elected  director  is  to  succeed. 
Section  401  (b)  would  change  such  determination  date  from  3  months 
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to  6  months  before  the  expiration  of  the  term  to  which  the  additional 
elected  director  is  to  succeed  and  permit  the  Farm  Credit  Administra¬ 
tion  to  begin  such  elections  as  much  as  3  months  earlier,  or  at  any  time 
within  6  months  before  the  expiration  of  the  term. 

Nominations  for  appointment  to  Federal  Farm  Credit  Board  (sec. 
402  (a)). — Twelve  of  the  13  members  of  the  Federal  Board  are 
appointed  by  the  President  after  considering  nominations  by  the  3 
voting  groups  in  each  farm  credit  district.  If  there  should  be  a  tie  in 
the  final  voting  by  any  of  the  three  voting  groups,  present  law  provides 
that  the  election  procedure  shall  be  repeated  for  the  particular  group 
until  the  tie  is  broken.  Section  402  (a)  would  eliminate  the  present 
requirement  of  any  further  election  to  break  such  a  tie  and  would 
provide  instead  that  all  persons  so  tied  shall  be  considered  designated 
as  nominees. 

Term  of  office  of  members  of  Federal  Farm  Credit  Board  (sec.  402  (b)  (c)) 

The  term  of  office  of  the  appointed  members  of  the  Federal  Farm 
Credit  Board  now  begins  on  December  1.  Section  402  (c)  would 
extend  existing  terms  of  office  4  months  so  that  in  the  future  the  term 
of  office  of  all  successors  would  begin  on  April  1.  Since  there  is  a 
provision  in  the  existing  law  as  to  how  long  a  member  of  such  Board 
shall  be  eligible  to  serve,  section  402  (b)  of  the  bill  would  amend  that 
provision  to  permit  a  member  to  serve  an  additional  4  months  if  his 
term  is  one  which  would  be  extended  for  4  months. 

Separability  provision  (sec.  403) 

Section  403  of  the  bill  contains  the  usual  separability  provision  and 
reserves  the  right  to  alter,  amend,  or  repeal  the  enacted  bill. 

CHANGES  IN  EXISTING  LAW 

In  compliance  with  subsection  (4)  of  rule  XXIX  of  the  Standing 
Rules  of  the  Senate,  changes  in  existing  law  made  by  the  bill,  as 
reported,  are  shown  as  follows  (existing  law  proposed  to  be  omitted 
is  enclosed  in  black  brackets,  new  matter  is  printed  in  italic,  existing 
law  in  which  no  change  is  proposed  is  shown  in  roman): 

Act  of  June  16,  1933 

AN  ACT  To  provide  for  organizations  within  the  Farm  Credit  Administration  to  make  loans  for  the 
production  and  marketing  of  agricultural  products,  to  amend  the  Federal  Farm  Loan  Act,  to  amend  the 
Agricultural  Marketing  Act,  to  provide  a  market  for  obligations  of  the  United  States,  and  for  other 
purposes 

Be  it  enacted  by  the  Senate  and  House  of  Representatives  of  the  United  States  of 
America  in  Congress  assembled, 

TITLE  I 

Section  1.  This  Act  shall  be  known  as  the  "Farm  Credit  Act  of  1933.” 
******* 

Sec.  21.  The  stock  of  such  associations  shall  be  divided  into  shares  of  $5  each; 
and  there  shall  be  two  classes  of  such  stock:  (1)  Class  A  stock  which  is  to  be  held 
by  the  Production  Credit  Corporations,  and  which  may  be  purchased  and  held  by 
investors,  and  (2)  Class  B  stock  which  may  be  purchased  only  by  farmer  borrowers 
from  the  association  and  individuals  eligible  to  become  borrowers.  Class  B  stock 
only  shall  be  entitled  to  voting  rights  but  each  holder  of  such  stock  shall  be  entitled 
to  no  more  than  one  vote.  No  Class  B  stock  or  any  interest  therein  or  right  to 
receive  dividends  thereon,  shall  be  transferred  by  act  of  parties  or  operation  of 
law  except  to  another  farmer  borrower  or  an  individual  eligible  to  become  a 
borrower,  and  then  only  with  the  approval  of  the  directors  of  the  association. 
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Each  holder  of  Class  B  stock,  within  two  years  after  he  has  ceased  to  be  a  borrower, 
shall  exchange  such  Class  B  stock  at  the  fair  book  value  (not  to  exceed  par) 
thereof,  as  determined  by  the  association,  for  Class  A  stock.  [All  stock  shall 
share  in  dividend  distributions  without  preference]  Dividends  may  be  paid  on 
Class  A  stock  and  Class  B  stock  without  preference  or  on  Class  A  stock  alone,  as  the 
board  of  directors  of  the  association  may  determine,  but  the  directors  of  the  associa¬ 
tion,  may,  in  their  discretion,  apply  the  amount  of  any  dividend  payable  to  a 
holder  of  Class  B  stock  to  any  indebtedness  of  such  holder  to  the  association. 
Class  A  stock  shall  be  preferred  as  to  assets  of  the  association  upon  liquidation. 
During  such  time  as  any  Production  Credit  Corporation  is  a  holder  of  any  stock 
of  any  such  association,  the  appointment  or  election  of  directors,  the  secretary- 
treasurer,  and  the  loan  committee  of  such  association  shall  be  subject  to  the  ap¬ 
proval  of  the  president  of  the  Production  Credit  Corporation  and  during  such 
time  any  such  director,  secretary-treasurer,  or  other  officer  may,  at  any  time,  be 
removed  by  the  president  of  the  Production  Credit  Corporation. 

[Sec.  22.  Each  Production  Credit  Association  shall,  at  the  end  of  its  fiscal 
year,  apply  the  amount  of  earnings  in  excess  of  operating  expenses  during  such 
fiscal  year,  first,  to  making  up  any  losses  in  excess  of  its  reserve  for  bad  and  doubtful 
debts;  second,  to  the  restoration  of  the  amount  of  the  impairment,  if  any,  of 
capital ;  third,  to  the  creation  and  maintenance  of  a  reserve  account  for  bad  and 
doubtful  debts,  the  amount  of  which  account  shall  be  prescribed  by  the  Production 
Credit  Corporation;  and,  fourth,  to  the  creation  and  maintenance  of  a  guaranty 
fund  equal  to  at  least  25  per  centum  of  the  paid-in  capital  of  the  association.  Any 
sums  remaining  may,  with  the  approval  of  the  Production  Credit  Corporation, 
be  devoted  to  the  payment  of  dividends  but  no  rate  of  dividend  in  excess  of  7 
per  centum  per  annum  shall  be  paid.  Sums  in  the  guaranty  fund  herein  provided 
for  shall  be  invested  subject  to  such  rules  and  regulations  as  may  be  prescribed  by 
the  Production  Credit  Corporation.] 

Sec.  22.  (a)  Each  Production  Credit  Association  shall,  at  the  end  of  each  fiscal 
year,  apply  the  amount  of  its  earnings  in  excess  of  operating  expenses  ( including 
provision  for  reasonable  valuation  reserves )  during  such  fiscal  year,  first,  to  the  restora¬ 
tion  of  the  impairment,  if  any,  of  capital;  and,  second,  to  the  establishment  and 
maintenance  of  a  surplus  account,  the  minimum  amount  of  which  shall  be  prescribed 
by  the  Production  Credit  Corporation. 

(b)  A  Production  Credit  Association  may  pay  dividends  of  not  to  exceed  7  per 
centum  per  annum  when  such  payments  are  approved  by  the  Production  Credit 
Corporation  of  the  district  and  are  consistent  with  policies  established  under  regula¬ 
tions  issued  by  the  Farm  Credit  Administration. 

[Sec  23.  Each  Production  Credit  Association  shall  under  such  rules  and 
regulations  as  may  be  prescribed  by  the  Production  Credit  Corporation  of  the 
district  with  the  approval  of  the  Governor,  invest  its  funds  and  make  loans  to 
farmers  for  general  agricultural  purposes,  but  such  part  of  its  funds  as  is  repre¬ 
sented  by  the  guaranty  fund  provided  for  in  section  22  shall  not  be  devoted  to 
making  loans  to  farmers.  Such  loans  shall  be  made  on  such  terms  and  conditions, 
at  such  rates  of  interest,  and  with  such  security  as  may  be  prescribed  by  the 
Production  Credit  Corporation.  No  loan  shall  be  made  for  a  less  amount  than 
$50,  nor  shall  any  one  borrower  be  indebted  to  the  association  at  any  one  time  in 
an  amount  in  excess  of  20  per  centum  of  the  capital  and  guaranty  fund  of  the 
association  or,  if  the  loan  is  secured  by  collateral  approved  by  the  Corporation, 
in  an  amount  in  excess  of  50  per  centum  of  the  capital  and  guaranty  fund,  but 
loans  may  be  made  to  any  borrower  in  an  amount  in  excess  of  50  per  centum  of 
the  capital  and  guaranty  fund  if  the  loan  is  approved  by  the  Production  Credit 
Commissioner  of  the  Farm  Credit  Administration.  Borrowers  shall  be  required 
to  own,  at  the  time  the  loan  is  made,  class  B  stock  in  an  amount  equal  in  fair 
book  value  (not  to  exceed  par),  as  determined  by  the  association,  to  $5  per  $100 
or  fraction  thereof  of  the  amount  of  the  loan.  Such  stock  shall  not  be  canceled 
or  retired  upon  payment  of  the  loan  but  may  be  transferred  or  exchanged  as 
provided  in  section  21.] 

SEC.  23.  Each  Production  Credit  Association  shall,  under  such  rules  and  regula¬ 
tions  as  may  be  prescribed  by  the  Production  Credit  Corporation  of  the  district  with 
the  approval  of  the  Farm  Credit  Administration,  invest  its  funds  and  make  loans  to 
farmers  for  general  agricultural  purposes.  Such  loans  shall  be  made  on  such  terms 
and  conditions,  at  such  rates  of  interest,  and  until  such  security  as  may  be  prescribed 
by  the  corporation.  No  borrower  shall  be  indebted  to  the  association  at  any  one  time 
in  an  amount  in  excess  of  15  per  centum  of  the  capital  and  surplus  of  the  association 
unless  the  loan  has  the  prior  approval  of  the  corporation,  or  in  excess  of  35  per  centum 
of  the  capital  and  surplus  of  the  association  unless  the  loan  also  has  the  prior  approval 
of  the  Farm  Credit  Administration.  Borrowers  shall  be  required  to  own,  at  the  time 
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the  loan  is  made,  Class  B  stock  of  the  association  in  an  amount  equal  in  fair  book 
value  ( not  to  exceed  par),  as  determined  by  the  association,  to  $5.00  per  $100  or  frac¬ 
tion  thereof  of  the  amount  of  the  loan.  Such  slock  shall  not  be  canceled  or  retired 
upon  payment  of  the  loan  but  may  be  transferred  or  exchanged  as  provided  in  section  21 
of  this  Act. 

******* 
[Board  of  Central  Bank 

[Sec.  31.  (a)  The  hoard  of  directors  of  the  Central  Bank  for  Cooperatives  shall 
consist  of  seven  members,  one  of  whom  shall  be  the  Cooperative  Bank  Commis¬ 
sioner  of  the  Farm  Credit  Administration,  who  shall  be  chairman  of  the  board  of 
directors.  The  other  six  directors  shall  be  appointed  bv  the  Governor,  of  whom 
the  successors  of  the  three  first  appointed  shall  be  appointed  from  nominees  se¬ 
lected  by  borrowers  as  provided  in  subsection  (b).  The  terms  of  the  directors 
first  appointed  shall  be  for  one,  two,  and  three  years  as  designated  by  the  Governor 
at  the  time  of  appointment  and  their  successors  shall  hold  their  offices  during  a 
term  of  three  years,  but  a  director  appointed  to  fill  a  vacancy  shall  hold  his  office 
for  the  unexpired  term  of  the  director  whose  place  he  is  selected  to  fill.  Any 
appointed  director  may  at  any  time  be  removed  for  cause  by  the  Governor.  No 
compensation  shall  be  paid  any  director  as  a  director  of  the  corporation,  but  the 
corporation,  subi'ect  to  the  approval  of  the  Governor,  may  allow  directors  a 
reasonable  per  diem  and  expenses. 

[(b)  The  successors  of  three  of  the  directors  first  appointed  shall  be  selected 
one  each  year  by  the  Governor  from  among  individuals  nominated  by  borrowers 
(except  Banks  for  Cooperatives).  The  Governor  shall,  not  less  than  sixty  days 
prior  to  the  end  of  the  term  of  any  director  whose  successor  is  to  be  appointed 
from  among  nominees  as  herein  provided,  or  as  soon  as  practicable  after  a  vacancy 
occurs  in  the  office  of  such  director  other  than  by  the  expiration  of  his  term,  cause 
notice  of  the  vacancy  to  be  sent  to  each  borrower  eligible  to  vote  for  nominees. 
Each  such  borrower  shall  be  eligible  to  cast  one  vote.  The  Governor  shall  not 
count  any  ballot  received  after  the  expiration  of  thirty  days  after  the  sending  of 
notice.  From  those  (not  exceeding  three)  receiving  the  highest  number  of  votes, 
as  shown  by  his  count,  the  Governor  shall  appoint  the  director. ]j 

Sec.  SI.  Board  of  Directors  of  Central  Bank  The  Central  Bank  for  Cooperatives 
shall  have  seven  directors.  Of  this  number  four  shall  be  appointed  by  the  Governor  of 
the  Farm  Credit  Administration  by  and  with  the  advice  and  consent  of  the  Federal 
Farm  Credit  Board  and  three  shall  be  elected  by  the  regional  banks  for  cooperatives 
and  cooperative  associations:  Provided,  That  the  terms  of  office  of  directors  established 
prior  to  the  effective  date  of  title  1  of  the  Farm  Credit  Act  of  1955  shall  continue 
through  the  thirty-first  day  of  December  next  following  the  effective  date  of  said  title  I 
and  shall  expire  at  the  end  of  that  day.  Three  of  the  directors  appointed  by  the  Farm 
Credit  Administration  shall  be  appointed  for  terms  of  one  year,  two  years,  and  three 
years  respectively  as  designated  at  the  time  of  appointment  and  the  fourth  appointed 
director  shall  be  appointed  for  a  term  of  three  years  and  thereafter  each  appointed 
director  shall  be  appointed  for  a  term  of  three  years.  Any  appointed  director  may  be 
removed  at  pleasure  at  any  time  by  the  Farm  Credit  Administration.  The  Farm 
Credit  Administration  shall  prescribe  rides  and  regulations  for  the  nominations  and 
elections  required  by  this  section.  Sufficiently  in  advance  of  the  first  day  of  January 
next  following  the  effective  date  of  title  I  of  the  Farm  Credit  Act  of  1955,  and  at  any 
time  subsequent  to  the  enactment  thereof,  the  Farm  Credit  Administration  shall  take 
all  action  necessary  in  order  to  permit  the  elections  hereby  provided  and  shall  group 
the  several  farm  credit  districts  into  three  areas,  each  of  which  shall  be  comprised  of 
four  contiguous  farm  credit  districts,  and  a  director  shall  be  elected  from  nominees 
from  each  of  such  areas  by  regional  banks  for  cooperatives  of  the  area  and  cnoverative 
associations  of  the  area  eligible  to  vote  The  three  elected  directors  shall  be  elected  for 
terms  of  one  year,  two  years,  and  three  years  respectively,  as  shall  be  designated  by 
the  Farm  Credit  Administration  and  thereafter  elected  directors  shall  be  elected  for 
terras  of  three  years:  Provided,  That  whenever,  as  determined  by  the  Farm  Credit 
Administration,  the  sum.  of  the  capital  stock  and  subscriptions  to  the  guaranty  fund 
of  the  Central  Bank  held  by  persons  other  than  the  Governor  of  the  Farm  Credit 
Administration  on  behalf  of  the  United  States  and  surplus  and  reserve  accounts  of 
said  bank  shall  equal  or  exceed  66 %  per  centum  of  the  total  capital  stock,  subscriptions 
to  the  guaranty  fund  and  surplus  and  reserve  accounts  of  said  bank  as  of  the  date  six 
months  before  the  expiration  of  the  term  of  office  of  any  appointed  director,  except 
the  fourth  appointed  director,  whose  term  next  expires,  the  successor  to  such  director 
shall  be  elected  from  nominees  for  a  term  of  three  years  by  regional  banks  for  coopera- 
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lives  of  the  area  and  cooperative  associations  of  the  area  eligible  to  vote  on  a  basis  of 
areas  comprised  of  two  contiguous  farm,  credit  districts  as  designated  by  the  Farm 
Credit  Adminish a>ion.  Appointed  directors  except  the  fourth  appointed  dirator 
shall  continue  to  be  replaced  by  elected  directors  in  accordance  with  the  foregoing 
provisions  until  the  total  number  of  elected  directors  shall  be  six,  elected  one  from  each 
of  six  such  areas  comprised  of  two  contiguous  farm  credit  districts.  Whenever,  as 
determined  by  the  Farm  Credit  Administration,  the  sum  of  the  capital  stock  and  sub¬ 
scriptions  to  the  guaranty  fund  of  the  Central  Bank  held  by  persons  other  than  the 
Governor  of  the  Farm  Credit  Administration  on  behalf  of  the  United  States  and  surplus 
and  reserve  accounts  of  said  bank  shall  not  equal  or  exceed  662/z  per  centum  of  the 
total  capiial  stock,  subscriptions  to  the  guaranty  fund  and  surplus  and  reserve  accounts 
of  the  bank  as  of  the  date  six  months  before  the  expiration  of  the  term  of  office  of  any 
elected  director  whose  term  next  expires,  the  successor  to  such  elected  director  shall,  if 
the  number  of  elected  directors  then  exceeds  three,  be  appointed  by  the  Governor  of 
the  Farm  Credit  Administration  by  and  with  the  advice  and  consent  of  the  Federal 
Farm  Credit  Board  for  a  term  of  three  years.  I n  any  such  case  where  only  one  addi¬ 
tional  appointed  director  is  needed  in  order  to  increase  the  total  number  of  appointed 
directors  to  four,  and  the  terms  of  office  of  more  than  one  elected  director  next  expire, 
the  Farm  Credit  Administration  shall  designate  the  one  of  such  next  expiring  terms 
of  office  which  shall  be  replaced  by  the  additional  appointed  director.  Any  vacancy 
in  the  board  whether  filled  by  appointment  or  by  election  shall  be  filled,  for  the  unexpired 
term  in  the  same  manner  in  which  the  vacant  office  was  filled.  Each  regional  bank 
for  cooperatives,  each  cooperative  association  which  is  a  direct  borrower  from  the 
Central  Bank,  each  holder  of  one  or  more  shares  of  Class  C  stock  in  a  regional  bank 
for  cooperatives  which  is  eligible  to  vote,  under  section  42  (a)  (8),  and  each  holder  of 
one  or  more  shares  of  stock  in  the  Central  Bank  or  any  regional  bank  for  ,.o operatives 
issued  before  the  effective  dale  of  title  I  of  the  Farm  Credit  Act  of  1955  which  is 
eligible  to  vote  shall  be  eligible  to  vote  for  directors  of  the  Central  Bank  and  each  such 
holder  shall  be  entitled  to  one  vote  only  without  regard  to  the  number  of  shares  held 
in  any  one  or  more  of  said  banks,  and  the  vote  of  any  such  holder  of  stock  in  more 
than  one  bank  shall  be  cast  only  with  respect  to  elections  in  the  area  in  which  is  located 
the  main  office  of  such  holder.  Elected  directors  shall  have  been,  for  at  least  two 
years,  residents  of  the  area  for  which  they  are  elected.  No  person  shall  be  eligible  for 
nomination,  election  or  appointment  as  a  director  if  such  person  has  within  one  year 
next  preceding  the  commencement  of  the  term  been  a  salaried  officer  or  employee  of 
the  Farm  Credit  Administration  or  of  any  corporation  operating  under  its  super¬ 
vision.  Any  person  who  is  a  member  of  the  Federal  Farm  Credit  Board  or  a  district 
farm  credit  board  when  appointed  or  elected  as  director  shall  resign  as  a  member  of 
the  Federal  Farm  Credit  Board  cr  the  district  board  before  assuming  his  duties  as 
director  of  the  Central  Bank.  No  person  who  becomes  such  director  shall  be  eligible 
to  continue  to  serve  if  he  becomes  a  member  of  the  Federal  Farm  Credit  Board  or  any 
district  farm  credit  board  or  an  officer  or  employee  of  the  Farm  Credit  Administration 
or  an  officer  or  employee  of  any  corporation  operating  under  the  supervision  of  the 
Farm  Credit  Administration. 

[Powers  of  Chairman  and  Board 

[Sec.  32.  The  chairman  of  the  board  of  the  corporation  shall  be  the  executive 
officer  of  the  corporation  and  the  powers  of  the  board  of  directors  shall  be  such 
powers  as  may  be  prescribed  in  the  charter  and  bylaws.] 

Sec.  32.  Powers  of  Board  of  Directors  of  Central  Bank.  The  board  of  directors 
of  the  Central  Bank  for  Cooperatives  shall  elect  a  chairman  and  vice  chairman  from 
among  its  members.  The  powers  of  the  board  of  directors  shall  be  such  powers  as 
may  be  prescribed  in  the  charter  and  bylaws  with  the  approval  of  the  Farm  Credit 
Administration:  Provided,  That  said  board  without  limitation  of  powers  conferred 
by  section  60  shall  have  power,  subject  to  approval  of  the  Farm  Credit  Administration, 
to  appoint  and  fix  the  compensation  of  the  chief  executive  officer  and  such  other  officers 
and  employees,  experts,  and  consultants  as  may  be  necessary  for  the  efficient  conduct 
of  the  bank’s  business:  Provided  further,  That  the  chief  executive  officer  of  the  bank 
shall  not  be  an  officer  or  employee  of  the  Farm  Credit  Administration. 

Sec.  33.  The  capital  stock  of  the  Central  Bank  shall  be  in  such  amount  as  the 
Governor  determines  is  required  for  the  purpose  of  meeting  the  credit  needs  of 
eligible  borrowers  from  the  bank  under  this  title,  and  the  Governor  may  from 
time  to  time  increase  or  decrease  such  amount,  subject  to  the  limitations  contained 
in  sections  35  and  37,  in  accordance  with  such  needs.  The  stock  of  such  bank 
shall  be  divided  into  shares  of  $100  each.  Out  of  the  revolving  fund  created 
under  section  6  of  the  Agricultural  Marketing  Act,  as  amended,  the  Governor,  on 
behalf  of  the  United  States,  shall  subscribe  for  and  make  payments  for  stock  in 
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the  Central  Bank  and  such  payments  shall  be  subject  to  call  in  whole  or  in  part 
bv  the  [chairman  of  the  board]  hoard  of  directors  of  the  Central  Bank  with  the 
approval  of  the  Governor. 

Sec.  34.  Subject  to  such  terms  and  conditions  as  may  be  prescribed  by  the 
[chairman  of  its  board  of  directors]  Farm  Credit  Administration ,  the  Central 
Bank  is  authorized:  (a)  to  make  loans  to  cooperative  associations  as  defined  in 
the  Agricultural  Marketing  Act,  for  any  of  the  purposes  and  subject  to  the  con¬ 
ditions  and  limitations  set  forth  in  such  Act,  as  amended;  (b)  to  make  loans  (by 
Way  of  discount  or  otherwise)  to  banks  for  cooperatives  organized  under  section 
2  of  this  Act;  (c)  to  buy  from,  and  sell  to  any  such  bank  or  any  Federal  inter¬ 
mediate  credit  bank  any  note,  draft,  bill  of  exchange,  debenture,  or  other  obliga¬ 
tion,  or  any  interest  therein;  arid  (d)  to  borrow  from,  and  discount  or  rediscount 
paper  with,  any  and  all  such  banks  and  commercial  banks.  Notwithstanding 
any  limitations  or  conditions  imposed  by  law,  but  subject  to  the  availability  of 
funds,  the  Central  Bank  for  Cooperatives  shall  have  power  and  authority  to 
make  separate  loans  to  cooperative  associations  as  defined  in  the  Agricultural 
Marketing  Act,  as  amended,  for  the  purpose  of  financing  the  construction  of 
structures  for  the  storage  of  agricultural  commodities  (other  than  structures  to 
provide  refrigerated  cold  storage  or  structures  located  in  areas  in  which  existing 
privately  owned  storage  facilities  for  the  commodity  concerned  are  adequate)  in 
amounts  up  to  a  maximum  of  80  per  centum  of  the  cost  of  such  structures,  as 
approved  by  such  bank:  Provided ,  That  the  cooperative  association  which  has 
applied  for  any  loan  shall  have  furnished  to  such  bank  an  appropriate  commit¬ 
ment  from  the  Commodity  Credit  Corporation  that  the  Commodity  Credit 
Corporation  will  lease  or  guarantee  utilization  of  not  less  than  75  per  centum  of 
the  storage  space  contained  in  such  structures  when  completed  for  a  period  of  at 
least  three  years  if  such  structures  were  not  additions  to  existing  structures  or 
two  years  if  such  structures  are  additions  to  existing  structures. 

[Stock  Subscriptions  of  Borrowers  From  Central  Bank 

[Sec.  35.  (a)  Cooperative  associations  borrowing  from  the  Central  Bank  shall 
be  required  to  own,  at  the  time  the  loan  is  made,  an  amount  of  stock  of  the  bank 
equal  in  fair  book  value  (not  to  exceed  par),  as  determined  by  the  bank,  to  $100 
per  $2,000  or  fraction  thereof  of  the  amount  of  the  loan,  except  that,  in  connection 
with  any  loan  made  on  the  security  of  commodities,  the  borrower  shall  be  re¬ 
quired  to  own,  at  the  time  the  loan  is  made,  only  such  amount  of  stock  as  may  be 
prescribed  by  rules  and  regulations  of  the  Governor.  Upon  discharge  of  the 
loan,  stock  held  by  the  borrowing  association  may  be,  and  upon  the  concurrent 
or  subsequent  request  of  the  borrowing  association  shall  be,  retired  and  canceled, 
and  the  association  shall  be  paid  therefor  an  amount  equal  to  the  amount  paid 
for  such  stock  or  loaned  to  subscribe  therefor,  as  the  case  may  be,  minus  the  pro 
rata  impairment,  if  any,  of  capital  and  guaranty  fund  of  the  Central  Bank,  as 
determined  by  the  Chairman  of  the  Board  of  the  Central  Bank. 

[(b)  In  any  case  in  which  a  cooperative  association  applying  for  a  loan  is  not 
authorized,  under  the  law  of  the  State  in  which  it  is  organized,  to  subscribe  for 
stock  in  the  Central  Bank,  the  bank  shall,  in  lieu  of  stock  subscription,  require 
the  borrowing  association  to  pay  into  a  guaranty  fund,  or  the  bank  may  retain 
out  of  the  amount  of  the  loan  and  credit  to  the  guaranty  fund,  an  amount  equal 
to  the  amount  which  the  borrowing  association  would  have  been  required  to  own 
in  stock  if  such  association  had  been  authorized  to  hold  such  stock.  Upon 
discharge  of  its  loan,  the  provisions  of  the  last  sentence  of  subsection  (a)  shall 
apply  with  respect  to  sums  of  sufh  association  in  the  guaranty  fund  in  the  same 
manner  as  if  such  sums  were  represented  by  stock. 

[(c)  In  any  case  where  the  debt  of  a  borrower  to  the  Cent  Bank  is  in  default, 
the  bank  may.  in  accordance  with  rules  and  regulations  presci  i  ed  by  the  governor, 
retire  and  cancel  all  or  a  part  of  the  stock  of  the  defaulting  borrower  at  the  fair 
book  value  thereof  (not  exceeding  par),  in  total  or  partial  liquidation  of  the  debt, 
as  the  case  may  be.] 

Sec.  S5.  Application  of  regional  bank  stock  provisions  to  Central  Bank.  All 
provisions  of  Law  with  respect  to  Class  A,  Class  B,  and  Class  C  stock  in  the  regional 
banks  for  cooperatives  shall,  apply  to  the  Central  Bank  for  Cooperatives  except  as  they 
may  be  inconsistent  with  the  provisions  of  this  section.  Each  borrower  from  the  Cen¬ 
tral  Bank  shall  be  required  to  own  at  the  time  the  loan  is  made  at  least  one  share  of 
Class  C  stock  in  such  regional  bank  as  the  Farm  Credit  Administration  shall  designate 
and  shall  be  required  to  invest  q%iarterly  in  Class  C  stock  in  such  regional  bank  or  banks 
as  the  Farm  Credit  Administration  shall  designate  an  amount  equal  to  not  less  than 
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10  nor  more  than  25  per  centum,  as  prescribed  by  the  board  of  directors  of  the  Central 
Bank  with  the  approval  of  the  Farm  Credit  Administration,  of  the  amount  of  interest 
payable  by  such  borrower  to  the  Central  Bank  during  the  calendar  quarter.  Payments 
for  such  stock  shall  be  made  quarterly  or  when  the  regular  interest  payments  of  such 
borrower  are  payable;  but  the  stock  shall  be  issued  to  the  borrower  as  of  the  end  of  each 
fiscal  year  in  the  amount  of  the  payments  for  stock  made  by  it  during  such  year.  The 
regional  bank  whose  stock  is  so  issued  to  such  borrower  shall  purchase  a  corresponding 
amount  of  Class  C  stock  in  the  Central  Bank. 

[Earnings  and  Reserves  of  Central  Bank 

[Sec.  36.  The  Central  Bank  for  Cooperatives  shall,  at  the  end  of  its  fiscal  year, 
apply  the  amount  of  its  earnings  in  excess  of  operating  expenses  during  such  fiscal 
year,  first,  to  making  up  any  losses  incurred;  second,  to  the  restoration  of'the 
amount  of  the  impairment,  if  any,  of  capital  and  guaranty  fund  as  determined  by 
the  chairman  of  the  board;  and  at  least  25  per  centum  of  the  remainder  of  such 
excess  of  earnings  shall  be  applied  to  the  creation  and  maintenance  of  a  surplus 
equal  to  at  least  25  per  centum  of  the  amount  of  capital  and  guaranty  fund.  Any 
sums  remaining  may,  with  the  approval  of  the  chairman  of  the  board,  be  devoted 
to  the  payment  of  dividends.  Subscribers  to  the  guaranty  fund  shall  be  entitled 
to  dividends  in  the  same  amounts  as  subscribers  to  stock.  No  rate  of  dividend  in 
excess  of  7  per  centum  per  annum  shall  be  paid.  Dividends  on  stock  held  by  the 
Governor,  when  paid,  shall  be  credited  to  the  revolving  fund  created  under  section 
6  of  the  Agricultural  Marketing  Act,  as  amended.] 

Sec.  86.  (a)  Application  of  savings.  Each  bank,  for  cooperatives,  at  the  end  of  each 
fiscal  year,  shall  determine  the  amount  of  its  net  savings  after  paying  or  providing  for 
all  operating  expenses  ( including  reasonable  valuation  reserves  and  losses  in  excess  of 
any  such  applicable  reserves )  and  shall  apply  such  savings  as  follows:  ( 1 )  To  the 
restoration  of  the  amount  of  the  impairment,  if  any,  of  capital  stock,  as  determined  by 
its  board  of  directors;  (2)  25  per  centum  of  any  remaining  savings  shall  be  used  to 
create  and  maintain  a  surplus  account;  (3)  if  said  bank  shall  have  outstanding  capital 
stock  held  by  the  United  States  during  the  whole  or  any  part  of  the  fiscal  year,  it  shall 
next  pay  to  the  United  States  as  a  franchise  tax,  a  sum  equal  to  25  per  centum  of  its 
net  savings  then  remaining,  not  exceeding,  however,  a  rate  of  return  on  such  Govern¬ 
ment  capital  calculated  at  a  rate  equal  to  the  computed  average  annual  rate  of  interest 
on  all  public  issues  of  piMic  debt  obligations  of  the  United  States  issued  during  the 
fiscal  year  ending  next  before  such  tax  is  due,  as  certified  to  the  Farm  Credit  Admin¬ 
istration  by  the  Secretary  of  Treasury;  {4)  reasonable  contingency  reserves  may  he  estab¬ 
lished;  (5)  dividends  on  Class  B  slock  may  be  declared  as  provided  in  section  42  (a)  (2); 
and  (6)  any  remaining  net  savings  shall  be  distributed  as  patronage  refunds  as  pro¬ 
vided  in  subsection  (6)  of  this  section:  Provided,  That  any  patronage  refunds  received 
by  a  regional  bank  from  the  Central  Bank  shall  be  excluded  from  net  savings  of  the 
regional  bank  for  the  purpose  of  computing  such  franchise  tax.  Amounts  applied  as 
provided  in  (2)  and  (4)  above  after  the  effective  date  of  title  I  of  the  Farm  Credit  Act 
of  1955  shall  be  allocated  on  a  patronage  basis  approved  by  the  Farm  Credit  Admin¬ 
istration.  At  the  end  of  any  fiscal  year,  any  portion  of  the  reserve  established  under 
( 4 )  above  which  is  no  longer  deemed  necessary  shall  be  transferred  to  the  surplus 
accent  and,  if  the  surplus  account  of  any  such  bank  for  cooperatives  exceeds  25  per 
centum  of  the  sum  of  all  its  outstanding  capital  stock,  the  bank  may  distribute  in  the 
same  manner  as  a  patronage  refund  any  part  or  all  of  such  excess  which  has  been 
allocated.  In  making  such  distributions,  the  oldest  outstanding  allocations  shall  be 
distributed  first.  Wherever  used  in  this  Act,  the  words  “surplus  account”  as  applied 
to  any  bank  for  cooperatives  shall  mean  any  surpluses  and  contingency  reserves  shown 
on  the  books  of  the  banks  as  of  the  effective  date  of  title  I  of  the  Farm  Credit  Act  of  1955 
and  any  amounts  applied  as  provided  in  ( 2 )  above  after  the  effective  date  of  said  title  I. 
Said  surplus  account  shall  be  divided  to  show  the  amounts  thereof  subject  to  allocation 
as  provided  in  this  section  and  may  be  further  subdivided  as  prescribed  by  the  Farm 
Credit  Administration.  In  the  event  of  a  net  loss  in  any  fiscal  year  after  providing 
for  all  operating  expenses  ( including  reasonable  valuation  reserves  and  losses  in  excess 
of  any  such  applicable  reserves),  such  loss  shall  be  absorbed  by:  first,  charges  to  allo¬ 
cated  contingency  reserves;  second,  charges  to  allocated  surplus;  third,  charges  to  other 
contingency  reserves  and  surplus;  fourth,  the  impairment  of  Class  C  stock;  and  fifth, 
the  impairment  of  all  other  stock. 

(&)  Patronage  refunds.  The  patronage  refunds  of  each  regional  bank  for  coopera¬ 
tives  shall  be  paid  in  Class  C  stock  to  borrowers,  as  defined  by  the  Farm  Credit  Admin¬ 
istration  for  the  purposes  of  this  subsection,  during  the  fiscal  year  for  which  the 
refunds  are  declared.  Patronage  refunds  of  the  Central  Bank  for  Cooperatives  shall 
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not  be  entitled  to  vote.  From  time  to  time  each  bank  for  cooperatives  shall  obtain 
information  concerning  its  Class  C  stockholders  to  determine  whether  they  continue 
to  be  eligible  to  borrow  from  the  bank  and  to  vote.  Any  Class  C  stockholder  found 
by  the  bank  to  he  ineligible  to  borrow  shall  not  be  entitled  to  vote  until  its  eligibility 
is  reestablished  to  the  satisfaction  of  the  bank.  Whenever  in  section  5  of  the  Farm 
Credit  Act  of  1937,  as  amended,  and  section  4  (®)  of  the  Farm  Credit  Act  of  1953, 
provision  • s  made  for  a  nomination  or  election  by  cooperatives  which  are  stockholders 
or  subscribers  to  the  guaranty  fund  of  any  bank  for  cooperatives  the  term  “ cooperatives 
which  are  stockholders  or  subscribers  to  the  gucranty  fund”  or  the  equivalent  of  that 
term,  shall  mean  such  cooperatives  which  are  eligible  to  vole.  Each  borrower  frem  a 
bank  for  cooperatives  shall  be  required  to  own  at  the  time  the  loan  is  made  at  least  one 
share  of  Class  C  stock.  The  purchase  price  of  such  stock  may  be  retained  out  of  the 
loan.  In  addition,  each  borrower  as  defined  by  the  Farm  Credit  Administration  for 
purposes  of  this  sentence,  shall  be  required  to  invest  quarterly  in  Class  C  stock  an 
amount  equal  to  not  less  than  10  nor  more  than  25  per  centum,  as  prescribed  by  the 
board  of  directors  of  the  bank  with  the  approval  of  the  Farm  Credit  Administration, 
of  the  amount  of  interest  payable  by  it  to  the  bank  during  the  calendar  quarter.  Pay¬ 
ments  for  such  stock  shall  be  made  quarterly  or  when  the  regular  interest  payments 
of  the  borrower  are  payable;  but  the  slock  shall  be  issued  to  the  borrower  as  cf  the  end 
of  each  fiscal  year  in  the  amount  of  the  payments  for  stock  made  by  it  during  the  year. 
Each  regional  bank  shall  purchase  at  least  one  share  of  Class  C  stock  of  the  Central 
Bank.  In  addition,  the  regional  bank  shall  be  required  to  invest  quarterly  in  Class  C 
stock  of  the  Central  Bank  an  amount  equal  to  not  less  than  10  nor  more  than  25  per 
centum,  as  prescribed  by  the  beard  of  directors  of  the  Central  Bank  with  the  approval 
of  the  Farm  Credit  Administration,  of  the  amount  of  interest  payable  by  the  regional 
bank  to  the  Central  Bank  during  the  calendar  quarter  by  reason  of  any  interest  pur¬ 
chased  by  the  Central  Bank  in  a  loan  made  by  the  regional  bank.  Payments  lor 
such  stock  shall  be  made  to  the  Central  Bank  and  the  stock  shall  be  issued  to  the  regional 
bank  in  the  same  manner,  insofar  as  practicable,  as  is  provided  in  this  section  for 
payments  for  and  issuance  of  stock  on  account  cf  loans  by  the  regional  bank  in  which 
the  Central  Bank  does  not  purchase  any  interest.  Subiect  to  rules  prescribed  by  the 
board  of  directors  of  the  lending  bank  with  the  approjal  of  the  Farm  Credit  Adminis¬ 
tration,  a  borrower  m,ay  convert  Class  B  stock  into  Class  C  stock  for  the  purpose  of 
making  the  investment  in  Class  C  stock  required  by  this  paragraph.  After  retirement 
of  all  Class  A  stock  Class  C  stock  also  may  be  retired  at  par  by  calling  the  oldest 
outstanding  Class  C  stock  but  Class  C  slock  that  was  issued  for  a  fiscal  year  period 
shall  not  be  called  for  retirement  until  all  Class  B  stock  that  was  issued  during  or 
prior  to  that  fiscal  year  has  been  called  for  retirement. 

(b)  Guaranty  fund  subscriptions  in  lieu  of  stock.  If  a  cooperative  association  is 
not  authorized  under  the  laws  of  the  State  in  which  it  is  organized  to  take  stock  in  the 
bank,  the  bank  shall,  in  lieu  thereof,  reauire  the  association  to  pay  into  or  have  on 
deposit  in  a  guaranty  fund  of  the  bank,  or  the  bank  may  retain  out  of  the  amount  of 
the  loan  and  credit  to  the  guaranty  fund,  a  sum  eaual  to  the  amount  of  Class  C  stock 
which  the  association  would  otherwise  be  reauired  by  subsection  (a)  (3)  of  this  section 
to  own  at  the  time  the  loan  is  made  and  to  purchase  thereafter.  Any  such  association 
may  make  additional  payments  into  the  guaranty  fund  from  time  to  time  in  lieu  of 
the  purchase  of  Class  B  stock,  and  shall  receive  credits  to  such  fund  in  lieu  of  patronage 
refunds  payable  in  Class  C  stock.  Each  reference  in  this  Act  to  capital  stock  or  Class 
B  or  Class  C  slock  shall  include  also  the  guaranty  fund  eauivalents  of  such  stock,  and, 
to  the  extent  permitted  under  the  laws  of  a  State  in  which  a  cooperative  association  is 
organized,  a  holder  of  guaranty  fund  equivalents  of  either  Class  B  or  Class  C  stock 
shall  have  the  same  rights  and  status  as  a  holder  of  Class  B  or  Class  C  stocks,  respec¬ 
tively.  The  rights  and  obligations  of  the  bank  as  respects  such  guaranty  fund  equiva¬ 
lents  shall  be  identical  to  its  rights  and  obligations  as  respects  Class  B  or  Class  C  stock, 
respectively. 

( c )  Lien  on  stock.  Except  as  hereinafter  provided  in  the  case  of  an  association 
which  is  a  direct  borrower  from  the  Central  Bank,  each  bank  for  cooperatives  shall  have 
a  first  lien  on  all  stock  in  the  bank  owned  by  each  cooperative  association  as  additional 
collateral  for  any  indebtedness  of  such  association  to  the  bank.  In  the  case  of  an 
association  which  is  a  direct  borrower  from  the  Central  Bank,  the  Central  Bank  shall 
have  a  first  lien  on  any  amount  of  Class  C  stock  which  the  borrowing  association  owns 
in  any  regional  bank  on  account  of  direct  loans  of  such  association  from  the  Central 
Bank;  and  the  regional  bank  shall  have  a  lien  on  such  stock  junior  only  to  the  lien  of 
the  Central  Bank.  In  any  case  where  the  debt  of  a  borrower  is  in  default,  the  bank 
may,  in  accordance  with  regulations  of  the  Farm  Credit  Administration,  retire  and 
cancel  all  or  a  part  of  the  stock  of  the  defaulting  borrower  at  the  fair  book  value  thereof, 
not  exceeding  par,  in  total  or  partial  liquidation  of  the  debt,  as  the  case  may  be,  and. 
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to  the  extent  required,  corresponding  shares  held  by  a  regional  bank  in  the  Central 
Bank  shall  be  retired. 

(d)  Calculation  of  proportionate  interests  in  banks.  For  the  purpose  of  deter¬ 
mining  pursuant  to  section  5  (d)  (2)  ( C )  of  the  Farm  Credit  Act  of  1937,  as  amended, 
the  amount  of  the  capital  stock  and  subscriptions  to  the  guaranty  fund  of  a  regional 
bank  for  cooperatives  held  by  cooperatives  the  term  “capital  stock  and  subscriptions  to 
the  guaranty  fund  held  by  cooperatives ”  or  the  equivalent  of  that  term  shall  also  mean 
all  outstanding  Class  B  and  Class  C  stock  and  the  guaranty  fund  equivalents  thereof. 
******  * 

Sec.  63.  The  Central  Bank  for  Cooperatives,  and  the  Production  Credit 
Corporations,  Production  Credit  Associations,  and  Banks  for  Cooperatives, 
organized  under  this  Act,  and  their  obligations,  shall  be  deemed  to  be  instru¬ 
mentalities  of  the  United  States,  and  as  such,  any  and  all  notes,  debentures, 
bonds,  and  other  such  obligations  issued  by  such  banks,  associations,  or  corpora¬ 
tions  shall  be  exempt  both  as  to  principal  and  interest  from  all  taxation  (except 
surtaxes,  estate,  inheritance,  and  gift  taxes)  now  or  hereafter  imposed  by  the 
United  States  or  by  any  State,  Territorial,  or  local  taxing  authority  Such 
banks,  associations,  and  corporations,  their  property,  their  franchises,  capital, 
reserves,  surplus,  and  other  funds,  and  their  income,  shall  be  exempt  from  all 
taxation  now  or  hereafter  imposed  by  the  United  States  or  by  any  State,  Terri¬ 
torial,  or  local  taxing  authority;  except  that  any  real  property  and  any  tangible 
personal  property  of  such  banks,  associations,  and  corporations  shall  be  subject 
to  Federal,  State,  Territorial,  and  local  taxation  to  the  same  extent  as  other 
similar  property  is  taxed.  The  exemption  provided  herein  shall  not  apply  with 
respect  to  any  Production  Credit  Association  or  its  property  or  income  after  the 
Class  A  stock  held  in  it  by  the  Production  Credit  Corporation  has  been  retired, 
or  with  respect  to  the  Central  Bank  for  Cooperatives,  or  any  Production  Credit 
Corporation  or  Bank  for  Cooperatives,  or  its  property  or  income  after  the  stock 
held  in  it  by  the  United  States  has  been  retired. 

******  * 

Sec.  65  Upon  default  of  any  obligation  of  any  Production  Credit  Corporation, 
Production  Credit  Association,  or  [regional]  Bank  for  Cooperatives,  such  bank, 
association,  or  corporation  may  be  declared  insolvent  and  placed  in  the  hands 
of  a  receiver  by  the  Governor  and  proceedings  shall  thereupon  be  had  >n  accord¬ 
ance  with  the  provisions  of  law  relating  to  the  insolvency  of  national  farm  loan 
associations.  Any  such  bank,  association,  or  corporation  may,  with  the  consent 
of  the  Governor,  liquidate  voluntarily,  but  only  in  accordance  with  such  rules 
and  regulations  as  the  Governor  mav  prescribe. 

[Sec.  66.  No  director,  officer,  or  employee  of  the  Central  Bank  for  Cooperatives, 
or  of  any  Production  Credit  Corporation,  Production  Credit  Association,  or 
Bank  for  Cooperatives  shall  be  paid  compensation  in  excess  of  $13,800  per  annum.  ] 

Act  of  June  15,  1929 

AN  ACT  To  establish  a  Federal  Farm  Board  to  promote  the  effective  merchandising  of  agricultural  com¬ 
modities  in  interstate  and  foreign  commerce,  and  to  place  agriculture  on  a  basis  of  economic  equality 
with  other  industries 

Be  it  enacted  by  the  Senate  and  House  of  Representatives  of  the  United  States  of 
America  in  Congress  assembled, 

******* 

Sec.  8.  [(a)  Loans  to  any  cooperative  association  shall  bear  such  rates  of 
interest  as  the  Governor  of  the  Farm  Credit  Administration  shall  from  time  to 
time  determine  to  be  necessary  for  the  needs  of  the  lending  agencies  and  shall 
by  regulation  prescribe  (but  in  no  case  shall  the  rate  of  interest  exceed  6  per 
centum  per  annum  on  the  unpaid  principal):  Provided,  hoivever.  That  the  rate  of 
interest  on  any  loan  made  under  the  provisions  of  section  7  (a)  (1)  hereof,  other 
than  upon  the  security  of  commodifies,  shall  conform  as  nearly  as  may  be  practi¬ 
cable  to  a  rate  1  per  centum  in  excess  of  the  prevailing  interest  rate  paid  by  produc¬ 
tion  credit  associations  to  the  Federal  intermediate  credit  bank  of  the  farm  credit 
district  in  which  the  principal  business  office  of  the  borrower  is  located;  the  rate 
of  interest  on  any  loan  made  upon  the  security  of  commodities  shall  conform,  as 
nearly  as  may  be  practicable,  to  the  prevailing  interest  rate  on  commodity  loans 
charged  borrowers  from  the  Federal  intermediate  credit  bank  of  the  farm  credit 
district  in  which  the  principal  business  office  of  the  borrower  is  located;  and  that 
the  rate  of  interest  on  any  loan  made  under  the  provisions  of  section  7  (a)  (2) 
hereof  shall  conform  as  nearly  as  may  be  practicable  to  the  prevailing  rate  on 
mortgage  loans  made  to  members  of  national  farm  loan  associations.] 
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(a)  Loans  to  cooperative  associations  made  by  any  bank  for  cooperatives  shall 
bear  such  rates  of  interest  as  the  board  of  directors  of  the  bank  shall  from  time  to  time 
determine  with  the  approval  of  the  Farm  Credit  Administration,  but  in  no  case  shall 
the  rate  of  interest  exceed  6  per  centum  per  annum  on  the  unpaid  principal  of  a  loan. 

******* 

Act  of  August  6,  1953 

AN  ACT  To  Increase  farmer  participation  in  ownership  and  control  of  the  Federal  Farm  Credit  System; 
to  create  a  Federal  Farm  Credit  Board;  to  abolish  certain  offices;  to  impose  a  franchise  tax  upon  certain 
farm  credit  institutions;  and  for  other  purposes 

Be  it  enacted  by  the  Senate  and  House  of  Representatives  of  the  United  States  of 
America  in  Congress  assembled, 

Title  — 

Section  1.  This  Act  may  be  cited  as  the  ‘‘Farm  Credit  Act  of  1953”. 
******* 

Sec.  4.  (a)  There  shall  be  established,  in  the  Farm  Credit  Administration,  a 
Federal  Farm  Credit  Board  (hereinafter  referred  to  as  the  “Board”).  Said  Board 
shall  consist  of  thirteen  members.  Twelve  of  the  members,  one  from  each  of  the 
farm  credit  districts  of  the  United  States,  shall  be  known  as  appointed  members 
and  shall  be  appointed  by  the  President  with  the  advice  and  consent  of  the  Senate. 
In  making  appointments  to  the  Board  the  President  shall  have  due  regard  to  a 
fair  representation  of  the  public  interest,  the  welfare  of  all  farmers  and  the  various 
types  of  cooperative  agricultural  credit  interests;  shall  give  special  consideration 
to  persons  who  are  experienced  in  cooperative  agricultural  credit;  and  shall,  before 
making  such  appointments,  receive  and  consider  nominations  made  as  follows: 
The  national  farm  loan  associations  in  the  district  shall  designate  one  nominee,  the 
production  credit  associations  in  the  district  shall  designate  one  nominee,  and  the 
cooperatives  which  are  stockholders  or  subscribers  to  the  guaranty  fund  of  the 
bank  for  cooperatives  of  the  district  shall  designate  one  nominee,  in  accordance 
with  the  procedure  prescribed  in  sections  5  (e)  and  5  (f)  of  the  Farm  Credit  Act 
of  1937  for  the  nomination  and  election  of  members  of  a  district  farm  credit  board, 
except  that  only  the  two  persons  receiving  the  highest  number  of  votes  shall  be 
included  in  the  list  of  nominees  prepared  as  a  result  of  the  voting  under  the  pro¬ 
cedure  prescribed  in  said  section  5  (e):  Provided,  That  the  names  of  all  those  who 
are  tied  for  second  place  as  a  result  of  said  voting  shall  be  included  in  the  list; 
and  in  case  of  a  tie  in  the  voting  under  the  procedure  prescribed  in  said  section 
5  (f)  [the  procedure  prescribed  therein  shall  be  followed  again  until  the  tie  is 
broken]  all  persons  so  tied  shall  be  considered  designated  as  nominees:  And  provided 
further,  That  if  the  same  person  would  otherwise  be  on  the  list  of  nominees  of  more 
than  one  of  said  groups  as  a  result  of  the  voting  under  said  section  5  (e)  he  may 
choose  the  one  list  on  which  his  name  shall  appear,  and  otherwise  his  name  shall 
appear  only  on  the  list  of  the  two  highest  nominees  of  the  group  which  gave  him 
the  highest  percentage  of  its  votes.  Subsequent  appointments  shall  be  made 
after  receiving  and  considering  nominations  made  in  like  manner. 

(b)  Each  appointed  member  of  said  Board  shall  be  a  citizen  of  the  United 
States  and  shall  have  been  a  resident  of  the  farm  credit  district  from  which  ap¬ 
pointed  for  not  less  than  ten  years  next  preceding  his  appointment,  and  the 
removal  of  residence  from  the  district  during  his  tenure  shall  operate  as  a  termi¬ 
nation  of  his  membership  on  said  Board.  No  appointed  member  of  said  Board 
shall  be  eligible  to  serve  for  more  than  one  full  term  of  six  years,  and,  in  addition, 
a  term  of  less  than  six  years  if  he  is  one  of  the  first  members  to  be  appointed,  or  is 
appointed  to  fill,  the  unexpired  portion  of  one  term  expiring  before  his  appoint¬ 
ment  to  a  full  term,  except  that  one  full  term  of  six  years  shall  be  considered  to  include 
an  additional  four  months  if  the  particular  term  is  one  which  was  legally  extended  for 
an  additional  f our  months.  No  person  shall  be  eligible  for  nomination  or  appoint¬ 
ment  to  membership  as  an  appointed  member  on  said  Board  if  such  person  has 
within  one  year  next  preceding  the  commencement  of  the  term  been  a  salaried 
officer  or  employee  of  the  Farm  Credit  Administration,  or  a  salaried  officer  or 
employee  of  any  corporation  operating  under  the  supervision  of  the  Farm  Credit 
Administration.  Any  person  who  is  a  member  of  the  district  farm  credit  board 
when  appointed  as  a  member  of  the  Federal  Farm  Credit  Board  shall  resign  as  a 
member  of  the  district  board  before  assuming  his  duties  as  a  member  of  the  Federal 
Farm  Credit  Board.  No  person  who  becomes  an  appointed  member  of  said 
Board  shall  be  eligible  to  continue  to  serve  as  a  member  thereof  if  such  person 
becomes  a  member  of  any  district  farm  credit  board,  or  an  officer  or  employee  of 


FARM  CREDIT  ACT  OF  1955 


35 


the  Farm  Credit  Administration,  or  an  officer  or  employee  of  any  corporation 
operating  under  the  supervision  of  the  Farm  Credit  Administration. 

(c)  The  term  of  office  of  the  appointed  members  of  said  Board  shall  be  six 
years,  beginning  with  the  first  day  of  the  calendar  month  in  which  this  Act  takes 
effect,  and  such  members  shall  serve  until  their  successors  are  duly  appointed  and 
qualified;  however,  of  the  first  appointed  members  appointed  hereunder,  two 
shall  be  appointed  for  a  term  of  one  year  from  said  date,  two  for  a  term  of  two 
years,  two  for  a  term  of  three  years,  two  for  a  term  of  four  years,  two  for  a  term 
of  five  years,  and  two  for  a  term  of  six  years.  All  vacancies  in  the  offices  of 
appointed  members  on  said  Board  shall  be  filled  for  the  unexpired  portion  of  the 
term  upon  like  nominations  and  by  like  appointments  as  herein  provided  for  the 
appointment  of  the  first  such  members  of  said  Board.  All  terms  of  office  which 
otherwise  would  expire  on  November  SO  of  any  year  following  enactment  of  the  Farm 
Credit  Act  of  1955  are  extended  four  months  to  expire  on  the  following  March  31  so  that 
the  term  of  office  of  all  successors  to  the  terms  so  extended  shall  begin  with  the  first  day 
of  April. 

*  *  *  *  *  *  * 

Sec.  7.  (a)  The  offices  of  the  Land  Bank  Commissioner,  Production  Credit 
Commissioner,  Cooperative  Bank  Commissioner,  and  Intermediate  Credit  Com¬ 
missioner  are  hereby  abolished.  [The  Governor  shall  designate  an  officer  or 
employee  of  the  Farm  Credit  Administration  to  serve  at  the  pleasure  of  the 
Governor  as  a  member  of  the  board  of  directors  of  the  Central  Bank  for  Coopera¬ 
tives,  as  chairman  of  said  board  of  directors,  and  as  executive  officer  of  said  bank, 
in  lieu  of  the  Cooperative  Bank  Commissioner. 3  The  Governor  shall  designate 
an  officer  or  employee  of  the  Farm  Credit  Administration  to  serve  at  the  pleasure 
of  the  Governor  as  a  member  of  the  board  of  directors  of  the  Federal  Farm  Mort¬ 
gage  Corporation,  in  lieu  of  the  Land  Bank  Commissioner.  The  Federal  Farm 
Mortgage  Corporation  and  its  functions  and  activities  are  hereby  transferred  to 
the  Farm  Credit  Administration  and  shall  be  administered  therein  under  the  gen¬ 
eral  direction  and  supervision  thereof. 

Act  of  January  23,  1932 

AN  ACT  To  amend  the  Federal  Farm  Loan  Act,  as  amended,  to  provide  for  additional  capital  for  Federal 

land  banks,  and  for  other  purposes 

Be  it  enacted  by  the  Senate  and  House  of  Representatives  of  the  United  States  of 
America  in  Congress  assembled, 

******* 

Sec.  6.  The  Farm  Credit  Administration  is  authorized  to  make  such  rules  and 
regulations,  not  inconsistent  with  law,  as  it  deems  necessary  or  requisite  for  the 
efficient  execution  of  the  provisions  of  the  Federal  Farm  Loan  Act,  the  Farm  Credit 
Act  of  1933,  and/or  any  Act  or  Acts  amendatory  thereof  or  supplementary  thereto. 


Act  of  July  17,  1916 


AN  ACT  To  provide  capital  for  agricultural  development,  to  create  standard  forms  of  investment  based 
upon  farm  mortgage  to  equalize  rates  of  interest  upon  farm  loans,  to  furnish  a  market  for  United  States 
bonds,  to  create  Government  depositaries  and  financial  agents  for  the  United  States  and  for  other 
I  purposes 

Be  it  enacted  by  the  Senate  and  House  of  Representatives  of  the  United  States  of 
America  in  Congress  assembled,  That  the  short  title  of  this  Act  shall  be  “The 
Federal  Farm  Loan  Act.” 

******* 

Sec.  3. 

******* 

[The  Farm  Credit  Administration  shall  prescribe  a  form  for  the  statement  of 
condition  of  national  farm  loan  associations  and  land  banks  under  its  supervision, 
which  shall  be  filled  out  quarterly  by  each  such  association  or  bank  and  trans¬ 
mitted  to  said  administration.] 

The  Farm  Credit  Administration  shall  prescribe  a  form  for  the  statement  of  condition 
of  national  farm  loan  associations  and  land  banks  under  its  supervision,  which  shall 
be  filled  out  by  each  such  association  or  bank  and  transmitted  to  said  administration 
as  required  by  it. 

******* 


Sec.  5. 
* 


*  *  *  *  * 
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[Tt  shall  be  the  duty  of  the  Secretary  of  the  Treasury  on  behalf  of  the  United 
States,  upon  the  request  of  the  board  of  directors  of  any  Federal  land  bank  made 
with  the  approval  of  the  Farm  Credit  Administration,  to  subscribe  from  time  to 
time  for  capital  stock  of  such  bank  in  an  amount  or  amounts  specified  in  such 
approval  or  approvals,  such  subscriptions  to  be  subject  to  call  in  whole  or  in  part 
by  the  board  of  directors  of  said  bank  upon  thirty  days’  notice  with  the  approval 
of  the  Farm  Credit  Administration.  The  Secretary  of  the  Treasury  is  hereby 
authorized  and  directed  to  take  out  and  pay  for  shares  having  an  aggregate 
par  value  equal  to  the  amounts  so  called:  and  to  enable  the  Secretary  of  the 
Treasury  to  pay  for  stock  issued  hereunder  there  is  hereby  authorized  to  be  appro¬ 
priated  the  sum  of  $125,000,000  such  stock  to  be  nonvoting.  Shares  of  stock 
issued  pursuant  to  this  paragraph  shall  be  paid  off  at  par  and  retired  in  the  same 
manner  as  the  original  capital  stock  of  said  bank  after  said  original  stock  out¬ 
standing,  if  any,  has  been  paid  off  and  retired:  Provided ,  however,  That  stock 
issued  pursuant  to  this  paragraph  may  at  any  time,  in  the  discretion  of  the 
directors  and  with  the  approval  of  the  Farm  Credit  Administration,  be  paid  off 
at  par  and  retired  in  whole  or  in  part;  and  that  said  Administration  may  at  any 
time  require  such  stock  to  be  paid  off  at  par  and  retired  in  whole  or  in  part  if  in 
the  opinion  of  the  Administration  the  bank  has  resources  available  therefor. 
The  proceeds  of  all  repayments  on  account  of  stock  issued  pursuant  to  this 
paragraph  shall  be  held  in  the  Treasury  of  the  United  States  and  shall  be  available 
for  the  purpose  of  paying  for  other  stock  thereafter  issued  pursuant  to  this 
paragraph. ] 

******* 

Sec.  7. 

******* 

It  shall  be  the  duty  of  the  secretary-treasurer  of  every  national  farm  loan 
association  to  act  as  custodian  of  its  funds  and  to  deposit  the  same  in  such  bank 
as  the  board  of  directors  may  designate,  to  pay  over  to  borrowers  all  sums 
received  for  their  account  from  the  Federal  land  bank  upon  first  mortgage  as  in 
this  Act  prescribed,  and  to  meet  all  other  obligations  of  the  association,  subject 
to  the  orders  of  the  board  of  directors  and  in  accordance  with  the  by-laws  of 
the  association.  It  shall  be  the  duty  of  the  secretary-treasurer,  acting  under 
the  direction  of  the  national  farm  loan  association,  to  collect,  receipt  for,  and 
transmit  to  the  Federal  land  bank  payments  of  interest,  amortization  install¬ 
ments,  or  principal  arising  out  of  loans  made  through  the  association.  He  shall 
be  the  custodian  of  the  securities,  records,  papers,  certificates  of  stock,  and  all 
documents  relating  to  or  bearing  upon  the  conduct  of  the  affairs  of  the  association. 
He  shall  furnish  a  suitable  surety  bond  to  be  prescribed  and  approved  by  the 
Farm  Credit  Administration  for  the  proper  performance  of  the  duties  imposed 
upon  him  under  this  Act,  which  shall  cover  prompt  collection  and  transmission 
of  funds.  [He  shall  make  a  quarterly  report  to  the  Farm  Credit  Administration 
upon  forms  to  be  provided  for  that  purpose.]  He  shall  make  a  report  to  the  Farm 
Credit  Administration  as  required  bp  it  upon  forms  to  be  provided  for  that  purpose: 
Upon  request  from  said  Administration  said  secretary-treasurer  shall  furnish 
information  regarding  the  condition  of  the  national  farm  loan  association  for 
which  he  is  acting,  and  he  shall  carry  out  all  duly  authorized  orders  of  said 
Administration.  He  shall  assure  himself  from  time  to  time  that  the  loans  mad^ 
through  the  national  farm  loan  association  of  which  he  is  an  officer  are  applied 
to  the  purposes  set  forth  in  the  application  of  the  borrower  as  approved,  and  shall 
forthwith  report  to  the  land  bank  of  the  district  any  failure  of  any  borrower  to 
comply  with  the  terms  of  his  application  or  mortgage.  He  shall  also  ascertain 
and  report  to  said  bank  the  amount  of  any  delinquent  taxes  on  land  mortgaged 
to  said  bank  and  the  name  of  the  delinquent.  No  such  secretary-treasurer  shall 
engage  in  the  making  of  land  mortgage  loans  eligible  at  a  Federal  land  bank 
through  or  for  any  other  land  mortgage  company  or  agency,  and  the  making  of 
any  such  loan  by  any  secretary-treasurer  shall  forthwith  work  a  forfeiture  of  his 
office. 

******* 

Sec.  8. 

******* 

Every  national  farm  loan  association  formed  under  this  Act  shall  by  its 
articles  of  association  provide  for  an  increase  of  its  capital  stock  from  time  to 
time  for  the  purpose  of  securing  additional  loans  for  its  members  and  providing 
for  the  issue  of  shares  to  borrowers  in  accordance  with  the  provisions  of  this 


FARM  CREDIT  ACT  OF  195  5  37 

Act.  [Such  increases  shall  be  included  in  the  quarterly  reports  to  the  Farm  Credit 
Administration.] 

******* 

Sec.  10. 

******* 
Notwithstanding  any  other  provision  of  this  Act  to  the  contrary ,  subject  to  the 
approval  of  the  Farm  Credit  Administration,  the  investigation  and  the  written  report 
or  reports  on  the  value  of  the  security  offered  for  a  Federal  land  bank  loan,  which 
otherwise  are  required  by  this  section  to  be  made  by  land  bank  appraisers  appointed 
under  the  authority  of  section  3  of  this  Act,  may  be  made,  in  accordance  with  appraisal 
standards  prescribed  by  the  Farm  Credit  Administration,  by  any  person  ( including  a 
person  who  is  secretary-treasurer  of  a  national  farm  Ipan  association)  designated  so 
to  do  by  the  Federal  land  bank  of  the  district;  a  Federal  land  bank  is  authorized  to 
make  a  loan,  if  otherwise  authorized,  on  the  basis  of  such  an  investigation  and  report 
by  a  person  so  designated;  and  a  loan  so  made  shall  be  eligible  as  collateral  for  farm 
loan  bonds  under  section  19  of  this  Act,  if  otherwise  qualified  thereunder:  Provided, 
That,  within  one  year,  the  land  bank  shall  obtain  a  written  report  on  the  security  for 
the  loan  by  a  land  bank  appraiser  appointed  under  section  3  of  this  Act,  in  terms  and 
form  prescribed  by  the  Farm  Credit  Administration,  and  such  a  loan  shall  be  eligible 
as  collateral  for  farm  loan  bonds  thereafter  only  if  such  report  by  a  land  bank  appraiser 
establishes  that  the  security  meets  the  standards  prescribed  by  the  Farm  Credit  Ad¬ 
ministration  for  a  land  bank  loan,  and  in  no  event  shall  any  such  loan  thereafter  be 
carried  as  such  collateral  for  bonds  at  more  than  65  per  centum  of  the  normal  value  of 
the  security  as  determined  by  such  land  bank  appraiser.  Except  as  otherwise  spe¬ 
cifically  provided  in  this  paragraph,  all  provisions  of  this  Act  relating  to  loans  made 
through  national  farm  loan  associations  shall,  insofar  as  applicable,  apply  with 
respect  to  loans  made  on  such  investigations  and  written  reports  by  such  designated 
persons. 

******* 

Sec.  12. 

♦  ♦  *  *  *  *  s|e 

Fourth.  [Such  loans  may  be  made  for  the  following  purposes  and  for  no  other: 
[(a)  To  provide  for  the  purchase  of  land  for  agricultural  uses. 

[(b)  To  provide  for  the  purchase  of  equipment,  fertilizers,  and  livestock 
necessary  for  the  proper  and  reasonable  operation  of  the  mortgaged  farm;  the 
term  “equipment”  to  be  defined  by  the  Farm  Credit  Administration. 

[(c)  To  provide  buildings  and  for  the  improvement  of  farm  lands;  the  term 
“improvement”  to  be  defined  by  the  Farm  Credit  Administration. 

[(d)  To  liquidate  indebtedness  of  the  owner  of  the  land  mortgaged  incurred 
for  agricultural  purposes,  or  incurred  at  least  two  years  prior  to  the  date  of  the 
application  for  the  loan. 

[(e)  To  provide  the  owner  of  the  land  mortgaged  with  funds  for  general  agri¬ 
cultural  uses.] 

Such  loans  may  be  made  for  general  agricultural  purposes  and  other  require¬ 
ments  of  the  owner  of  the  land  mortgaged,  under  rules  and  regulations  of  the  Farm 
Credit  Administration. 

Fifth.  No  such  loan  shall  exceed  65  per  centum  of  the  normal  value  of  the 
farm  mortgaged,  said  value  to  be  ascertained  by  appraisal,  as  provided  in  section 
10  of  this  Act.  In  making  said  appraisal  the  value  of  the  farm  for  agricultural 
purposes  shall  be  the  basis  of  appraisal  and  the  normal  earning  power  of  said 
farm  shall  be  a  principal  factor;  and,  consistent  with  community  standards,  the 
appraisal  may  also  reflect  home  advantages,  and  the  availability  to  a  typical  operator 
of  the  property  of  earnings  from  other  dependable  sources  to  supplement  the  normal 
earning  power  of  the  farm. 

******* 

Sixth.  No  such  loan  shall  be  made  to  any  person  who  is  not  at  the  time,  or 
shortly  to  become,  engaged  in  farming  operations  or  to  any  other  person  unless 
the  principal  part  of  his  income  is  derived  from  farming  operations.  In  case  of 
the  sale  of  the  mortgaged  land,  the  Federal  land  bank  may  permit  said  mortgage 
and  the  stock  interests  of  the  vendor  to  be  assumed  by  the  purchaser.  In  case 
of  the  death  of  the  mortgagor,  his  heir  or  heirs,  or  his  legal  representative  or  repre¬ 
sentatives,  shall  have  the  option,  within  sixty  days  of  such  death,  to  assume  the 
mortgage  and  stock  interests  of  the  deceased.  As  used  in  this  paragraph  (1)  the 
term  “person”  includes  an  individual  or  a  corporation  engaged  in  [the  raising  of 
livestock]  farming  operations;  and  (2)  the  term  “corporation”  includes  any  in¬ 
corporated  association;  but  no  such  loan  shall  be  made  to  a  corporation  (A)  unless 
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all  the  stock  of  the  corporation  is  owned  bv  individuals  themselves  personally 
actually  engaged  in  [the  raising  of  livestock  J  farming  operations  on  the  farm  to 
be  mortgaged  as  security  for  the  loan,  except  in  a  case  where  the  [Land  Bank 
Commissioner]  Farm  Credit  Administration  permits  the  loan  if  at  least  75  per 
centum  in  value  and  number  of  shares  of  the  stock  of  the  corporation  is  owned 
by  the  individuals  personally  actually  so  engaged,  and  (B)  unless  the  owners  of 
at  least  75  per  centum  in  value  and  number  of  shares  of  the  stock  of  the  corpora¬ 
tion  assume  personal  liability  for  the  loan.  No  loan  shall  be  made  to  any  corpo¬ 
ration  which  is  a  subsidiary  of,  or  affiliated  (either  directly  or  through  substantial 
identity  of  stock  ownership)  wTith,  a  corporation  ineligible  to  procure  a  loan  in  the 
amount  applied  for. 

Seventh.  The  amount  of  loans  to  any  one  borrower  shall  in  no  case  exceed  a 
maximum  of  [$100,000]  $200,000,  but  loans  to  any  one  borrower  shall  not  exceed 
[$25,000]  $100,000  unless  approved  by  the  [Land  Bank  Commissioner]  Farm 
Credit  Administration,  nor  shall  any  one  loan  be  for  a  less  sum  than  $100,  but 
preference  shall  be  given  to  applications  for  loans  of  $10,000  and  under. 

******* 

Sec.  13. 

******* 

Nineteenth.  To  permit  any  borrower  to  defer  payment  of  the  principal  por¬ 
tions  of  installments  on  his  loan  in  order  that  he  may  pay,  in  whole  or  in  part, 
any  indebtedness  which  is  secured  by  a  lien  junior  to  the  lien  of  the  bank  upon 
the  farmland  mortgaged  to  secure  his  loan.  Such  a  deferment  may  he  permitted 
for  other  purposes  for  a  period  not  exceeding  five  years  under  regulations  prescribed 
by  the  Farm  Credit  Administration. 

******* 

Sec.  23.  [That  every  Federal  land  bank,  and  everv  joint  stock  land  bank, 
shall  semiannually  carry  to  reserve  account  twenty-five  per  centum  of  its  net 
earnings  until  said  reserve  account  shall  show  a  credit  balance  equal  to  twenty 
per  centum  of  the  outstanding  capital  stock  of  said  land  bank.  Whenever  said 
reserve  shall  have  been  impaired,  said  balance  of  twenty  per  centum  shall  be 
fully  restored  before  any  dividends  are  paid.  After  said  reserve  has  reached  the 
sum  of  twenty  per  centum  of  the  outstanding  capital  stock,  five  per  centum  of 
the  net  earnings  shall  be  annually  added  thereto.  For  the  period  of  two  years 
from  the  date  when  any  default  occurs  in  the  payment  of  the  interest,  amortiza¬ 
tion  installments,  or  principal  on  any  first  mortgage,  by  both  mortgagor  and 
indorser,  the  amount  so  defaulted  shall  be  carried  to  a  suspense  account,  and  at 
the  end  of  the  two-year  period  specified,  unless  collected,  shall  be  debited  to 
reserve  account. 

[After  deducting  the  twenty-five  per  centum  or  the  five  per  centum  herein¬ 
before  directed  to  be  deducted  for  credit  to  reserve  account,  any  Federal  land 
bank  or  joint  stock  land  bank  mav  declare  a  dividend  to  shareholders  of  the 
whole  or  any  part  of  the  balance  of  its  net  earnings:  Provided,  That  any  dividend 
or  dividends  declared  by  any  joint-stock  land  bank  shall  be  subject  to  the  approval 
of  the  Farm  Credit  Administration.  The  reserves  of  land  banks  shall  be  invested 
in  accordance  with  rules  and  regulations  to  be  prescribed  by  the  Federal  Farm 
Loan  Board. 

[Every  Federal  land  bank  shall  semiannually  carry  to  reserve  account  a  sum 
not  less  than  50  per  centum  of  its  net  earnings  until  said  reserve  account  shall 
show  a  credit  balance  equal  to  the  outstanding  capital  stock  of  said  land  bank. 
After  said  reserve  is  equal  to  the  outstanding  capital  stock  1 0  per  centum  of  the 
net  earnings  shall  be  added  thereto  semiannually.  Whenever  said  reserve  shall 
have  been  impaired  it  shall  be  fully  restored  before  any  dividends  are  paid.  After 
deducting  the  50  per  centum  or  the  10  per  centum  herein  directed  to  be  deducted 
for  credit  to  reserve  account,  any  Federal  land  bank  may  declare  a  dividend  or 
dividends  to  shareholders  of  the  whole  or  any  part  of  the  balance  of  its  net  earn¬ 
ings,  but  only  with  the  approval  of  the  Federal  Farm  Loan  Board.  In  the  case 
of  Federal  land  banks  the  requirements  of  this  paragraph  shall  be  in  lieu  of  the 
requirements  of  the  first  three  sentences  of  the  first  paragraph  of  this  section  and 
in  lieu  of  the  requirements  of  the  first  sentence  of  the  second  paragraph  of  this 
section.] 

Every  Federal  land  bank  shall  semiannually  carry  to  reserve  account  a  sum  not 
less  than  50  per  centum  of  its  net  earnings  until  said  reserve  account  shall  show  a 
credit  balance  eoual  to  the  outstanding  capital  stock  of  said  land  bank.  After  said 
reserve  is  eoual  to  the  outstanding  capital  stock  10  per  centum  of  the  net  earnings 
shall  be  added  thereto  semiannually  until  said  reserve  account  shall  show  a  credit 
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balance  eaual  to  150  per  centum  of  the  outstanding  capital  stock  of  said  land  bank, 
and  any  land  bank  having  a  credit  balance  in  said  reserve  account  in  excess  of  150 
per  centum  of  its  outstanding  capital  stock  may  withdraw  such  excess  from  said 
reserve  account  with  the  approval  of  the  Farm  Credit  Administration.  Whenever  said 
reserve  shall  have  been  impaired  it  shall  be  fully  restored  before  any  dividends  are  paid. 

After  deducting  the  50  per  centum  or  the  10  per  centum  hereinbefore  directed  to  be 
deducted  for  credit  to  reserve  account,  any  Federal  land  bank  may  declare  a  dividend 
or  dividends  to  shareholders  of  the  whole  or  any  part  of  the  balance  of  its  net  earnings, 
but  only  with  the  approval  of  the  Farm  Credit  Administration. 

The  reserves  of  land  banks  shall  be  invested  in  accordance  with  rules  and  regulations 
prescribed  by  the  Farm  Credit  Administration. 

******* 

Sec.  24.  Every  national  farm  loan  association  shall,  out  of  its  net  earnings, 
semiannually  carry  to  reserve  account  a  sum  not  less  than  10  per  centum  of  such 
net  earnings  until  said  reserve  account  shall  show  a  credit  balance  equal  to  25 
per  centum  of  the  outstanding  capital  stock  of  said  association.  After  said  reserve 
has  reached  the  sum  of  25  per  centum  of  the  outstanding  capital  stock,  5  per 
centum  of  the  net  earnings  shall  be  semiannually  added  thereto  until  said  reserve 
account  shall  show  a  credit  balance  eaual  to  50  per  centum  of  the  outstanding  capital 
stock  of  said  association,  and  any  association  having  a  credit  balance  in  said  reserve 
account  in  excess  of  50  per  centum  of  its  outstanding  capital  stock  may  withdraw  such 
excess  from  said  reserve  account  with  the  approval  of  the  Farm  Credit  Administration. 

Act  of  September  21,  1944 

AN  ACT  To  provide  for  the  control  and  eradication  of  certain  animal  and  plant  pests  and  diseases,  to 
facilitate  cooperation  with  the  States  in  fire  control,  to  provide  for  the  more  efficient  protection  and  man¬ 
agement  of  the  national  forests,  to  facilitate  the  carrying  out  of  agricultural  conservation  and  related 
agricultural  programs,  to  facilitate  the  operation  of  the  Farm  Credit  Administration  and  the  Rural  Elec¬ 
trification  Adminstration,  to  aid  in  the  orderly  marketing  of  agricultural  commodities  and  for  other 
purposes 

Be  it  enacted  by  the  Senate  and  House  of  Representatives  of  the  United  States  of 
America  in  Congress  assembled, 

*  *  *  *  *  *  * 

Sec.  601.  (a)  The  Farm  Credit  Administration  shall,  prior  to  the  first  day  of 
each  fiscal  year  commencing  after  June  30,  1944,  estimate  for  the  ensuing  fiscal 
year  the  cost  of  examinations  of  the  [joint-stock  land  banks,]  Federal  land  banks, 
national  farm-loan  associations,  banks  for  cooperatives,  Central  Bank  for  Cooper¬ 
atives,  Federal  intermediate  credit  banks,  production  credit  corporations,  and 
production  credit  associations;  shall  apportion  the  amount  so  determined  among 
the  [joint-stock  land  banks,]  Federal  land  banks,  national  farm  loan  associations, 
banks  for  cooperatives,  Central  Bank  for  Cooperatives,  Federal  intermediate 
credit  banks,  production  credit  corporations,  and  production  credit  associations 
on  such  equitable  basis  as  said  Administration  shall  determine;  and  shall  assess 
against  and  collect  in  advance  the  amount  so  apportioned  from  the  banks,  corpora¬ 
tions,  and  other  organizations  among  which  the  apportionment  is  made,  except 
that  the  amounts  apportioned  to  national  farm  loan  associations  shall  be  assessed 
against  and  collected  from  the  Federal  land  bank  of  the  district  which  may  in  turn 
collect  such  amounts  from  the  associations  in  a  manner  approved  by  the  Farm  Credit 
Administration. 

Act  of  August  19,  1937 

AN  ACT  To  amend  the  Federal  Farm  Loan  Act,  to  amend  the  Emergency  Farm  Mortgage  Act  of  1933,  to 
amend  the  Farm  Credit  Act  of  1933,  to  amend  the  Federal  Farm  Mortgage  Corporation  Act,  to  amend 
the  Agricultural  Marketing  Act,  and  for  other  purposes 

Be  it  enacted  by  the  Senate  and  House  of  Representatives  of  the  United  States  of 
America  in  Congress  assembled,  That  this  Act  may  be  cited  as  the  “Farm  Credit 
Act  of  1937”. 

******* 

Sec.  5. 

******* 

(b)  There  shall  be  in  each  farm  credit  district  a  farm  credit  board  which  shall  be 
selected  as  hereinafter  specified  and  shall  be  composed  of  seven  members.  Each 
farm  credit  board  shall  include  in  its  title  the  name  of  the  city  in  which  the  Federal 
land  bank,  Federal  intermediate  credit  bank,  production  credit  corporation,  and 
regional  bank  for  cooperatives  of  the  district  are  located.  Three  of  the  seven 
members  of  said  board  shall  be  known  as  elected  directors,  of  whom  one  shall  be 
chosen  by  national  farm  loan  associations,  one  shall  be  chosen  by  production 
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credit  association's  of  the  district,  and  one  shall  be  chosen  by  cooperatives  which 
are  stockholders  or  subscribers  to  the  guaranty  fund  of  the  regional  bank  for 
cooperatives  in  the  district.  Subject  to  the  other  provisions  hereof,  three  of  the 
seven  members  shall  be  known  as  district  directors  and  shall  be  appointed  by  the 
Governor  of  the  Farm  Credit  Administration  by  and  wdth  the  advice  and  consent 
of  the  Federal  Farm  Credit  Board.  The  seventh  member  of  such  board  shall  be 
known  as  director-at-large  and  shall  be  appointed  by  the  Governor  of  the  Farm 
Credit  Administration  by  and  with  the  advice  and  consent  of  the  Federal  Farm 
Credit  Board.  [No  person  shall  be  eligible  hereafter  for  nomination  or  appoint¬ 
ment  to  membership  as  an  appointed  member  on  said  Board  if  such  person  has 
within  one  year  next  preceding  the  commencement  of  the  term  been  a  salaried 
officer  or  employee  of  the  Farm  Credit  Administration,  or  a  salaried  officer  or 
employee  of  any  corporation  operating  under  the  supervision  of  the  Farm  Credit 
Administration.]  After  the  date  of  enactment  of  the  Farm  Credit  Act  of  1955,  no 
person  shall  be  eligible  for  election  or  appointment  to  membership  on  said  Board  if 
such  person  has  within  one  year  next  preceding  the  commencement  of  the  term  been 
a  salaried  officer  or  employee  of  the  Farm  Credit  Administration,  or  a  salaried  officer 
or  employee  of  any  coi poration  operating  under  the  supervision  of  the  Farm  Credit 
Administration.  Each  farm  credit  board  shall  elect  from  its  members  a  chairman 
and  vice  chairman,  and  shall  appoint  a  secretary  from  within  or  without  its 
membership  as  it  may  see  fit.  The  chairman,  vice  chairman,  and  secretary  shall 
each  be  elected  for  a  term  of  one  year  and  until  their  successors  are  elected  and 
take  office  and  the  board  shall  elect  such  officers  each  year.  The  chairman  shall 
preside  at  all  meetings  and  the  vice  chairman  shall  preside  in  the  absence  or  dis¬ 
ability  of  the  chairman.  The  board  may,  in  the  absence  of  both  the  chairman 
and  vice  chairman,  elect  a  member  to  act  as  chairman  pro  tempore. 

*  *****  * 

(d) 

******* 

(21  Notwithstanding  the  above  provision  with  respect  to  the  appointment  of 
district  directors,  one  additional  member  of  said  board  shall  be  elected  by  each 
of  the  groups  aforesaid  (national  farm  loan  associations  and  borrowers  through 
agencies,  production  credit  associations,  and  cooperatives  which  are  stockholders 
or  subscribers  to  the  guaranty  fund  of  the  regional  bank  for  cooperatives  of  the 
districtl,  and  serve  in  lieu  of  a  district  director,  under  the  following  circumstances 
and  conditions: 

(A)  Whenever,  as  determined  by  the  Farm  Credit  Administration,  the  sum  of 
the  capital  stock  held  by  national  farm  loan  associations,  surplus  and  reserves  of 
a  Federal  land  bank  shall  equal  or  exceed  66%  per  centum  of  the  total  of  the  capital 
stock,  surplus,  and  reserves  of  such  bank  as  of  the  date  [three  months]  six  months 
before  the  expiration  of  the  term  of  office  of  the  district  director  (or  third  district 
director)  whose  term  next  expires,  the  successor  to  such  director  shall  be  elected 
by  the  national  farm  loan  associations  of  the  district  in  the  manner  herein  provided, 
shall  be  known  as  an  elected  director,  and  successors  to  that  office  shall  be  so  elected 
and  known  from  term  to  term  while  such  conditions  obtain:  Provided,  That  if  and 
when,  as  determined  by  the  Farm  Credit  Administration,  such  conditions  do  not 
obtain  as  of  the  date  [three  months]  six  months  before  the  expiration  of  the  term 
of  office  of  any  director  so  elected  under  the  provisions  of  this  subparagraph,  the 
successor  to  such  director  shall  be  appointed  by  the  Governor  of  the  Farm  Credit 
Administration  by  and  with  the  advice  and  consent  of  the  Federal  Farm  Credit 
Board,  shall  be  known  as  a  district  director,  and  successors  to  that  office  shall  be  so 
appointed  and  known  from  term  to  term  for  such  terms  as  appointment  is  rot  pre¬ 
cluded  by  the  election  of  an  additional  director  by  one  of  the  groups  aforesaid  as 
herein  provided:  And  provided  further,  That  such  national  farm  loan  associations 
shall  again  and  from  time  to  time  elect  one  additional  director  as  aforesaid  if  and 
when  the  required  conditions  named  in  this  subparagraph  shall  be  determined  to 
obtain  as  aforesaid. 

(B)  Whenever,  as  determined  by  the  Farm  Credit  Administration,  the  sum  of 
the  capital  stock  held  by  persons  other  than  the  production  credit  corporation  of 
the  district,  surplus,  and  reserves  of  the  production  credit  associations  (collectively) 
of  a  farm  credit  district  shall  equal  or  exceed  66%  per  centum  of  the  total  of  the 
capital  stock,  surplus,  and  reserves  of  the  production  credit  associations  (collec¬ 
tively)  of  said  district  as  of  the  date  [three  months]  six  months  before  the  expira¬ 
tion  of  the  term  of  office  of  the  district  director  (or  third  district  director)  whose 
term  next  expires,  the  successor  to  such  director  shall  be  elected  by  the  production 
credit  associations  of  the  district  in  the  manner  herein  provided,  shall  be  known  as 
an  elected  director,  and  successors  to  that  office  shall  be  so  elected  and  known  from 
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term  to  term  while  such  conditions  obtain:  Provided ,  That,  if  and  when,  as  deter¬ 
mined  by  the  Farm  Credit  Administration,  such  conditions  do  not  obtain  as  of  the 
date  [three  months^  six  months  before  the  expiration  of  the  term  of  office  of  any 
director  so  elected  under  the  provisions  of  this  subparagraph,  the  successor  to  such 
director  shall  be  appointed  by  the  Governor  of  the  Farm  Credit  Administration 
by  and  with  the  advice  and  consent  of  the  Federal  Farm  Credit  Board,  shall  be 
known  as  a  district  director,  and  successors  to  that  office  shall  be  so  appointed  and 
known  from  term  to  term  for  such  terms  as  appointment  is  not  precluded  by  the 
election  of  an  additional  director  by  one  of  the  groups  aforesaid  as  herein  provided: 
And  provided  further,  That  such  production  credit  associations  shall  again  and  from 
time  to  time  elect  one  additional  director  as  aforesaid,  if  and  when  the  required 
conditions  named  in  this  subparagraph  shall  be  determined  to  obtain  as  aforesaid. 

(C)  Whenever,  as  determined  by  the  Farm  Credit  Administration,  the  sum  of 
the  capital  stock  and  subscriptions  to  the  guaranty  fund  held  by  cooperatives 
which  are  stockholders  or  subscribers  to  the  guaranty  fund  of  a  regional  bank  for 
cooperatives,  surplus  and  reserves  of  said  bank  shall  equal  or  exceed  66%  per 
centum  of  the  total  capital  stock,  subscriptions  to  the  guaranty  fund,  surplus  and 
reserves  of  said  bank  as  of  the  date  [three  months]  six  months  before  the  expira¬ 
tion  of  the  term  of  office  of  tne  district  director  (or  third  district  director)  whose 
term  next  expires,  the  successor  to  such  director  shall  be  elected  by  the  cooper¬ 
atives  which  are  stockholders  or  subscribers  to  the  guaranty  fund  of  said  bank  in 
the  manner  herein  provided,  shall  be  known  as  an  elected  director,  and  successors 
to  that  office  shall  be  so  elected  and  known  from  term  to  term  while  such  conditions 
obtain:  Provided,  That  if  and  when,  as  determined  by  the  Farm  Credit  Adminis¬ 
tration,  such  conditions  do  not  obtain  as  of  the  date  [three  months]  six  months 
before  the  expiration  of  the  term  of  office  of  any  director  so  elected  under  the  pro¬ 
visions  of  this  subparagraph,  the  successor  to  such  director  shall  be  appointed  by 
the  Governor  of  the  Farm  Credit  Administration  by  and  with  the  advice  and  con¬ 
sent  of  the  Federal  Farm  Credit  Board,  shall  be  known  as  a  district  director,  and 
successors  to  that  office  shall  be  so  appointed  and  known  from  term  to  term  for 
such  terms  as  appointment  is  not  precluded  by  the  election  of  an  additional  direc¬ 
tor  by  one  of  the  groups  aforesaid  as  herein  provided:  Provided  further,  That  such 
cooperatives  which  are  stockholders  or  subscribers  to  the  guaranty  fund  of  said 
bank  shall  again  and  from  time  to  time  elect  one  additional  director  as  aforesaid 
if  and  when  the  required  conditions  named  in  this  subparagraph  shall  be  deter¬ 
mined  to  obtain  as  aforesaid :  Provided  further,  That  at  no  time  and  under  no  con¬ 
ditions  shall  there  be  in  office  less  than  one  or  more  than  two  members  of  said  board 
who  are  serving  by  election  of  any  one  of  the  groups  aforesaid  (national  farm  loan 
associations  and  borrowers  through  agencies,  production  credit  associations,  and 
cooperatives  which  are  stockholders  or  subscribers  to  the  guaranty  fund  of  the 
regional  bank  for  cooperatives  of  the  district):  And  provided  further,  That  if  two 
or  more  of  said  groups  shall,  under  the  terms  and  provisions  hereof,  become  quali¬ 
fied  to  elect  an  additional  director  pending  the  expiration  of  the  term  of  office  of 
the  district  director  (or  third  district  director)  whose  term  next  expires,  preference 
shall  be  given,  first  to  national  farm  loan  associations  and  borrowers  through 
agencies,  next  to  production  credit  associations,  and  next  to  cooperatives  which 
are  stockholders  or  subscribers  to  the  guaranty  fund  of  the  regional  bank  for  co¬ 
operatives,  to  elect  an  additional  director  as  herein  provided  as  the  terms  of  office 
of  district  directors,  including  the  third  district  director  if  he  be  still  in  office, 
expire. 

(3)  In  any  district  which  includes  more  than  one  State  no  person  shall  be 
eligible  to  be  elected  by  any  group  if  he  is  a  resident  of  the  same  State  as  the  other 
member  elected  by  such  group  and  then  serving.  If  two  directors  are  to  be 
elected  at  the  same  election  in  any  such  district  by  any  group,  the  election  of 
the  director  to  be  elected  by  such  group  under  section  5  (b)  shall  be  first  deter¬ 
mined,  and  the  person  receiving  the  most  votes  for  election  under  section  5  (d)  (2) 
who  is  not  a  resident  of  the  same  State  as  the  director  elected  under  section  5  (b) 
shall  be  declared  elected. 

(4)  As  directed  hy  the  Farm  Credit  Administration,  the  election  of  a  director 
under  section  5  (d)  {2)  by  any  group  may  be  begun  any  time  within  six  months 
before  the  expiration  of  the  term  of  office  to  which  the  director  is  to  succeed,  subject  to 
the  required  determination  being  made  as  of  the  date  six  months  before  the  expiration 
of  such  term  of  office  that  a  director  so  elected  by  such  group  is  to  serve  in  lieu  of  a 
district  director  {or  third  district  director). 
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IN  THE  SENATE  0E  THE  UNITED  STATES 

July  13, 1955 

Read  twice  and  referred  to  the  Committee  on  Agriculture  and  Forestry 

July  28, 1955 

Reported  by  Mr.  Holland,  with  an  amendment 
[Insert  the  part  printed  in  italic! 


AN  ACT 

To  provide  for  retirement  of  the  Government  capital  in  certain 
institutions  operating  under  the  supervision  of  the  Farm 
Credit  Administration;  to  increase  borrower  participation 
in  the  management  and  control  of  the  Federal  Farm  Credit 
System;  and  for  other  purposes. 

1  Be  it  enacted  by  the  Senate  and  House  of  Representor 

2  tives  of  the  United  States  of  America  in  Congress  assembled, 

3  That  this  Act  may  be  cited  as  the  “Farm  Credit  Act  of 

4  1955”. 

5  TITLE  I— BANKS  FOR  COOPERATIVES 

6  Sec.  101.  Section  42  of  the  Farm  Credit  Act  of  1933, 

7  as  amended,  is  amended  to  read  as  follows : 
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“Sec.  42.  (a)  Classes  of  Stock;  Ownership; 

Voting  Eights;  Dividends;  and  Eetirement  of 
Stock. — Except  as  provided  in  section  111  of  the  Farm 
Credit  Act  of  1955,  each  regional  bank  for  cooperatives  shall 
have  the  following  classes  of  stock,  all  of  which  shall  have  a 
par  value  of  $100  per  share: 

“  ( 1 )  Class  A  stock  shall  be  issued  to  and  held  by  the 
Governor  of  the  Farm  Credit  Administration  on  behalf  of 
the  United  States,  and  stock  of  such  banks  held  by  the 
Governor  on  the  effective  date  of  title  I  of  the  Farm  Credit 
Act  of  1955  shall  be  exchanged,  share  for  share,  for  class 
A  stock  of  the  respective  banks.  Class  A  stock  shall  be  non¬ 
voting  and  no  dividends  shall  be  paid  thereon.  At  the  end 
of  each  fiscal  year,  each  of  such  banks,  subject  to  the  pro¬ 
visions  of  sections  33  and  40,  shall  determine  the  amount 
of  class  A  stock  that  shall  be  retired  at  par  by  that  bank. 
The  minimum  amount  of  class  A  stock  that  shall  be  retired 
shall  be  the  equivalent  in  dollar  value  of  the  amount  of 
class  C  stock  issued  for  that  year,  except  that  class  C  stock 
issued  by  a  regional  bank  on  account  of  class  C  stock  issued 
to  it  by  the  central  bank,  class  C  stock  issued  by  a  regional 
bank  in  exchange  for  class  B  stock  the  proceeds  of  which 
were  used  to  retire  an  equivalent  amount  of  class  A  stock, 
and  class  O  stock  issued  by  a  regional  bank  in  exchange 
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for  capital  stock  of  the  bank  outstanding  on  the  effective 
date  of  title  I  of  the  Farm  Credit  Act  of  1955,  shall  not 
be  included  in  such  bank’s  calculation.  Any  amount  of 
class  A  stock  retired  in  excess  of  such  minimum  amount  in 
one  year  may  be  used  to  reduce  to  that  extent  the  amount 
of  such  stock  required  to  be  retired  in  any  subsequent  year. 
Funds  from  the  retirement  of  class  A  stock  shall  be  paid 
into  the  revolving  fund  authorized  by  the  Agricultural  Mar¬ 
keting  Act,  as  amended,  and  shall  continue  to  be  available 
for  the  purchase  of  class  A  stock  in  the  banks  in  accordance 
with  sections  33  and  40. 

“  (2)  Class  B  stock  may  be  issued  in  series  and  amounts 
approved  by  the  Farm  Credit  Administration,  and  may  be 
sold  or  transferred  to  any  person  subject  to  the  approval 
of  the  issuing  bank.  Such  stock  shall  be  issued  only  at  par 
and  shall  be  nonvoting.  Any  bank  may  pay  dividends  of 
not  to  exceed  4  per  centum  per  annum  on  class  B  stock 
if  declared  by  the  board  of  directors  and  approved  by  the 
Farm  Credit  Administration  and  if  the  surplus  account  of 
the  bank,  after  payment  of  such  dividends,  will  not  be  less 
than  25  per  centum  of  the  sum  of  all  its  outstanding  capital 
stock.  Dividends  on  class  B  stock  shall  not  be  cumulative, 
but  no  bank  shall  distribute  in  any  year  any  of  its  net 
savings  as  patronage  refunds  as  provided  in  section  36  (a) 
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unless  for  that  year  a  dividend  of  at  least  2  per  centum 
is  declared  and  paid  upon  outstanding  class  B  stock  of  the 
bank.  Each  series  of  class  B  stock  shall  he  issued  only 
with  the  approval  of  the  Farm  Credit  Administration  and 
shall  carry  on  the  face  of  each  certificate  a  statement  of 
the  maximum  dividend  which  may  be  declared  and  paid 
thereon  and  of  the  minimum  dividend  which  shall  be  de¬ 
clared  and  paid  thereon  before  the  bank  may  distribute 
any  of  its  net  savings  as  patronage  refunds:  Provided , 
That  such  maximum  and  minimum  dividends  may  he  the 
same  amount.  After  all  class  A  stock  has  been  retired, 
class  B  stock  may  be  called  for  retirement  at  par  with  the 
approval  of  the  Farm  Credit  Administration  and  shall  be 
called  in  such  manner  that  the  oldest  outstanding  stock  at 
any  given  time  will  be  retired  first.  Any  holder  of  class 
B  stock  whose  stock  has  been  called  for  retirement  may 
elect,  with  the  approval  of  the  issuing  bank,  to  leave  his 
stock  in  the  bank  subject  to  its  being  included  in  the  next 
call  for  retirement. 

“(3)  Class  C  stock,  except  as  approved  by  the  Farm 
Credit  Administration  and  consented  to  by  the  issuing  bank, 
may  be  issued  only  to  banks  for  cooperatives  and  farmers’ 
cooperative  associations  as  defined  in  section  15  (a)  of  the 
Agricultural  Marketing  Act,  as  amended.  Such  stock  may 
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be  issued  in  fractional  shares,  shall  be  issued  at  its  fair  book 
value  not  exceeding  par,  as  determined  by  the  bank,  and  no 
dividends  shall  be  paid  on  it.  Each  holder  of  one  or  more 
shares  of  class  C  stock  which  is  eligible  to  borrow  from  a 
bank  for  cooperatives  shall  be  entitled  to  one  vote  only: 
Provided,  That  any  such  holder  which  within  the  period  of 
two  years  next  preceding  a  date,  fixed  by  the  Farm  Credit 
Administration,  prior  to  commencement  of  the  voting  has  not 
been  a  borrower  from  a  bank  of  which  it  holds  class  C  stock 
shall  not  be  entitled  to  vote.  From  time  to  time  each  bank 
for  cooperatives  shall  obtain  information  concerning  its  class 
C  stockholders  to  determine  whether  they  continue  to  be 
eligible  to  borrow  from  the  bank  and  to  vote.  Any  class  C 
stockholder  found  by  the  bank  to  be  ineligible  to  borrow 
shall  not  be  entitled  to  vote  until  its  eligibility  is  reestab¬ 
lished  to  the  satisfaction  of  the  bank.  Whenever  in  section 
5  of  the  Farm  Credit  Act  of  1937,  as  amended,  and  section  4 
(a)  of  the  Farm  Credit  Act  of  1953,  provision  is  made  for  a 
nomination  or  election  by  cooperatives  which  are  stock¬ 
holders  or  subscribers  to  the  guaranty  fund  of  any  bank  for 
cooperatives  the  term  ‘cooperatives  which  are  stockholders 
or  subscribers  to  the  guaranty  fund’  or  the  equivalent  of  that 
term,  shall  mean  such  cooperatives  which  are  eligible  to  vote. 
Each  borrower  from  a  bank  for  cooperatives  shall  be  required 
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to  own  at  the  time  the  loan  is  made  at  least  one  share  of 
class  0  stock.  The  purchase  price  of  such  stock  may  be 
retained  out  of  the  loan.  In  addition,  each  borrower  as 
defined  by  the  Farm  Credit  Administration  for  purposes  of 
this  sentence,  shall  be  required  to  invest  quarterly  in  class 
C  stock  an  amount  equal  to  not  less  than  10  nor  more  than 
25  per  centum,  as  prescribed  by  the  board  of  directors  of 
the  bank  with  the  approval  of  the  Farm  Credit  Administra¬ 
tion,  of  the  amount  of  interest  payable  by  it  to  the  bank 
during-  the  calendar  quarter.  Payments  for  such  stock  shall 
be  made  quarterly  or  when  the  regular  interest  payments 
of  the  borrower  are  payable,  but  the  stock  shall  be  issued 
to  the  borrower  as  of  the  end  of  each  fiscal  year  in  the  amount 
of  the  payments  for  stock  made  by  it  during  the  year.  Each 
regional  bank  shall  purchase  at  least  one  share  of  class  C 
stock  of  the  central  bank.  In  addition,  the  regional  bank 
shall  be  required  to  invest  quarterly  in  class  C  stock  of  the 
central  bank  an  amount  equal  to  not  less  than  10  nor  more 
than  25  per  centum,  as  prescribed  by  the  board  of  directors 
of  the  central  bank  with  the  approval  of  the  Farm  Credit 
Administration,  of  the  amount  of  interest  payable  by  the 
regional  bank  to  the  central  bank  during  the  calendar  quarter 
by  reason  of  any  interest  purchased  by  the  central  bank  in 
a  loan  made  by  the  regional  bank.  Payments  for  such  stock 
shall  be  made  to  the  central  bank  and  the  stock  shall  be 
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issued  to  the  regional  bank  in  the  same  manner,  insofar  as 
practicable,  as  is  provided  in  this  section  for  payments  for 
and  issuance  of  stock  on  account  of  loans  by  the  regional 
bank  in  which  the  central  bank  does  not  purchase  any 
interest.  Subject  to  rules  prescribed  by  the  board  of  directors 
of  the  lending  bank  with  the  approval  of  the  Farm  Credit 
Administration  a  borrower  may  convert  class  B  stock  into 
class  C  stock  for  the  purpose  of  making  the  investment  in 
class  C  stock  required  by  this  paragraph.  After  retirement 
of  all  class  A  stock,  class  C  stock  also  may  be  retired  at  par 
by  calling  the  oldest  outstanding  class  C  stock,  but  class  C 
stock  that  was  issued  for  a  fiscal  year  period  shall  not  be 
called  for  retirement  until  all  class  B  stock  that  was  issued 
during  or  prior  to  that  fiscal  year  has  been  called  for 
retirement. 

“(b)  Guaranty  Fund  Subscriptions  in  Lieu  of 
Stock. — If  a  cooperative  association  is  not  authorized  under 
the  laws  of  the  State  in  which  it  is  organized  to  take  stock 
in  the  bank,  the  hank  shall,  in  lieu  thereof,  require  the  asso¬ 
ciation  to  pay  into  or  have  on  deposit  in  a  guaranty  fund  of 
the  hank,  or  the  bank  may  retain  out  of  the  amount  of  the 
loan  and  credit  to  the  guaranty  fund,  a  sum  equal  to  the 
amount  of  class  C  stock  which  the  association  would  other¬ 
wise  be  required  by  subsection  (a)  (3)  of  this  section  to 

own  at  the  time  the  loan  is  made  and  to  purchase  thereafter. 
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Any  such  association  may  make  additional  payments  into 
the  guaranty  fund  from  time  to  time  in  lieu  of  the  purchase 
of  class  B  stock,  and  shall  receive  credits  to  such  fund  in 
lieu  of  patronage  refunds  payable  in  class  C  stock.  Each 
reference  in  this  Act  to  capital  stock  or  class  B  or  class  C 
stock  shall  include  also  the  guaranty  fund  equivalents  of 
such  stock,  and,  to  the  extent  permitted  under  the  laws  of 
a  State  in  which  a  cooperative  association  is  organized,  a 
holder  of  guaranty  fund  equivalents  of  either  class  B  or  class 
C  stock  shall  have  the  same  rights  and  status  as  a  holder  of 
class  B  or  class  C  stock,  respectively.  The  rights  and  obliga¬ 
tions  of  the  bank  as  respects  such  guaranty  fund  equivalents 
shall  be  identical  to  its  rights  and  obligations  as  respects  class 
B  or  class  0  stock,  respectively. 

“  (c)  Lien  on  Stock. — Except  as  hereinafter  provided 
in  the  case  of  an  association  which  is  a  direct  borrower  from 
the  central  bank,  each  bank  for  cooperatives  shall  have  a  first 
lien  on  all  stock  in  the  bank  owned  by  each  cooperative  as¬ 
sociation  as  additional  collateral  for  any  indebtedness  of  such 
association  to  the  bank.  In  the  case  of  an  association  which 
is  a  direct  borrower  from  the  central  bank,  the  central  bank 
shall  have  a  first  lien  on  any  amount  of  class  C  stock  which 
the  borrowing  association  owns  in  any  regional  bank  on  ac¬ 
count  of  direct  loans  of  such  association  from  the  central 
bank  ;  and  the  regional  bank  shall  have  a  lien  on  such  stock 
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junior  only  to  the  lien  of  the  central  bank.  In  any  case 
where  the  debt  of  a  borrower  is  in  default,  the  bank  may,  in 
accordance  with  regulations  of  the  Farm  Credit  Administra¬ 
tion,  retire  and  cancel  all  or  a  part  of  the  stock  of  the  de¬ 
faulting  borrower  at  the  fair  book  value  thereof,  not  exceed¬ 
ing  par,  in  total  or  partial  liquidation  of  the  debt,  as  the  case 
may  be,  and,  to  the  extent  required,  corresponding  shares 
held  by  a  regional  bank  in  the  central  bank  shall  be  retired. 

“(d)  Calculation  of  Proportionate  Interests  in 
Banks. — For  the  purpose  of  determining  pursuant  to  section 
5  (d)  (2)  (C)  of  the  Farm  Credit  Act  of  1937,  as 

amended,  the  amount  of  the  capital  stock  and  subscriptions 
to  the  guaranty  fund  of  a  regional  bank  for  cooperatives  held 
by  cooperatives  the  term  ‘capital  stock  and  subscriptions  to 
the  guaranty  fund  held  by  cooperatives’  or  the  equivalent  of 
that  term  shall  also  mean  all  outstanding  class  B  and  class  C 
stock  and  the  guaranty  fund  equivalents  thereof.” 

Sec.  102.  Section  35  of  the  Farm  Credit  Act  of  1933, 
as  amended,  is  amended  to  read  as  follows: 

“Sec.  35.  Application  of  Begional  Bank  Stock 
Provisions  to  Central  Bank. — All  provisions  of  law 
with  respect  to  class  A,  class  B,  and  class  C  stock  in  the 
regional  banks  for  cooperatives  shall  apply  to  the  Central 
Bank  for  Cooperatives  except  as  they  may  be  inconsistent 
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with  the  provisions  of  this  section.  Each  borrower  from  the 
central  bank  shall  be  required  to  own  at  the  time  the  loan  is 
made  at  least  one  share  of  class  C  stock  in  such  regional 
bank  as  the  Farm  Credit  Administration  shall  designate  and 
shall  be  required  to  invest  quarterly  in  class  C  stock  in  such 
regional  bank  or  banks  as  the  Farm  Credit  Administration 
shall  designate  an  amount  equal  to  not  less  than  10  nor  more 
than  25  per  centum,  as  prescribed  by  the  board  of  directors 
of  the  central  bank  with  the  approval  of  the  Farm  Credit 
Administration,  of  the  amount  of  interest  payable  by  such 
borrower  to  the  central  bank  during  the  calendar  quarter. 
Payments  for  such  stock  shall  be  made  quarterly  or  when 
the  regular  interest  payments  of  such  borrower  are  payable; 
but  the  stock  shall  be  issued  to  the  borrower  as  of  the  end 
of  each  fiscal  year  in  the  amount  of  the  payments  for  stock 
made  by  it  during  such  year.  The  regional  bank  whose 
stock  is  so  issued  to  such  borrower  shall  purchase  a  corre¬ 
sponding  amount  of  class  C  stock  in  the  central  bank.” 

Sec.  103.  (a)  Section  36  of  the  Farm  Credit  Act  of 
1933,  as  amended,  is  amended  to  read  as  follows: 

“Sec.  36.  (a)  Application  of  Savings.— Each  bank 
for  cooperatives,  at  the  end  of  each  fiscal  year,  shall  deter¬ 
mine  the  amount  of  its  net  savings  after  paying  or  provid¬ 
ing  for  all  operating  expenses  (including  reasonable  valua¬ 
tion  reserves  and  losses  in  excess  of  any  such  applicable 
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reserves)  and  shall  apply  such  savings  as  follows:  (1)  To 
the  restoration  of  the  amount  of  the  impairment,  if  any,  of 
capital  stock,  as  determined  by  its  board  of  directors;  (2) 
25  per  centum  of  any  remaining  savings  shall  be  used  to 
create  and  maintain  a  surplus  account;  (3)  if  said  bank  shall 
have  outstanding  capital  stock  held  by  the  United  States 
during  the  whole  or  any  part  of  the  fiscal  year,  it  shall  next 
pay  to  the  United  States  as  a  franchise  tax,  a  sum  equal  to 
25  per  centum  of  its  net  savings  then  remaining,  not  exceed¬ 
ing,  however,  a  rate  of  return  on  such  Government  capital 
calculated  at  a  rate  equal  to  the  computed  average  annual 
rate  of  interest  on  all  public  issues  of  public  debt  obligations 
of  the  United  States  issued  during  the  fiscal  year  ending 
next  before  such  tax  is  due,  as  certified  to  the  Farm  Credit 
Administration  by  the  Secretary  of  the  Treasury;  (4)  reason¬ 
able  contingency  reserves  may  be  established;  (5)  dividends 
on  class  B  stock  may  be  declared  as  provided  in  section  42 
(a)  (2)  ;  and  (6)  any  remaining  net  savings  shall  be  dis¬ 
tributed  as  patronage  refunds  as  provided  in  subsection  (b) 
of  this  section:  Provided,  That  any  patronage  refunds  re¬ 
ceived  by  a  regional  bank  from  the  central  bank  shall  be 
excluded  from  net  savings  of  the  regional  bank  for  the  pur¬ 
pose  of  computing  such  franchise  tax.  Amounts  applied  as 
provided  in  (2)  and  (4)  above  after  the  effective  date  of 
title  I  of  the  Farm  Credit  Act  of  1955  shall  be  allocated  on 
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a  patronage  basis  approved  by  the  Farm  Credit  Adminis¬ 
tration.  At  the  end  of  any  fiscal  year,  any  portion  of  the 
reserve  established  under  (4)  above  which  is  no  longer 
deemed  necessary  shall  be  transferred  to  the  surplus  account 
and,  if  the  surplus  account  of  any  such  bank  for  cooperatives 
exceeds  25  per  centum  of  the  sum  of  all  its  outstanding  cap¬ 
ital  stock,  the  bank  may  distribute  in  the  same  manner  as  a 
patronage  refimd  any  part  or  all  of  such  excess  which  has 
been  allocated:  Provided,  That  any  surplus  and  contingency 
reserves  shown  on  the  books  of  the  banks  as  of  the  effective 
date  of  title  I  of  the  Farm  Credit  Act  of  1955  shall  not  be 
distributed  as  patronage  refunds.  In  making  such  distribu¬ 
tions,  the  oldest  outstanding  allocations  shall  be  distributed 
first.  Wherever  used  in  this  Act,  the  words  ‘surplus  account’  as 
applied  to  any  bank  for  cooperatives  shall  mean  any  surpluses 
and  contingency  reserves  shown  on  the  books  of  the  banks  as 
of  the  effective  date  of  title  I  of  the  Farm  Credit  Act  of 
1955  and  any  amounts  applied  as  provided  in  (2)  above 
after  the  effective  date  of  said  title  I.  Said  surplus  account 
shall  be  divided  to  show  the  amounts  thereof  subject  to  allo¬ 
cation  as  provided  in  this  section  and  may  be  further  sub¬ 
divided  as  prescribed  by  the  Farm  Credit  Administration. 
In  the  event  of  a  net  loss  in  any  fiscal  year  after  providing  for 
all  operating  expenses  (including  reasonable  valuation  re¬ 
serves  and  losses  in  excess  of  any  such  applicable  reserves) , 
such  loss  shall  be  absorbed  by:  first,  charges  to  allocated 
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contingency  reserves;  second,  charges  to  allocated  surplus; 
third,  charges  to  other  contingency  reserves  and  surplus; 
fourth,  the  impairment  of  class  C  stock;  and  fifth,  the  im¬ 
pairment  of  all  other  stock. 

“  (b)  Patronage  Refunds.—1 The  patronage  refunds 
of  each  regional  bank  for  cooperatives  shall  be  paid  in 
class  C  stock  to  borrowers,  as  defined  by  the  Farm  Credit 
Administration  for  the  purposes  of  this  subsection,  during 
the  fiscal  year  for  which  the  refunds  are  declared.  Patron¬ 
age  refunds  of  the  Central  Bank  for  Cooperatives  shall  be 
paid  in  class  C  stock  to  the  regional  banks  for  cooperatives 
upon  the  basis  of  interests  held  by  the  central  bank  in  loans 
made  by  the  regional  banks  and  upon  direct  loans  made 
by  the  central  bank  to  cooperative  associations;  and  any 
part  of  such  refunds  derived  from  such  direct  loans  of  the 
central  bank  shall  be  paid  in  class  C  stock  issued  to  the 
regional  bank  or  banks  which  issued  to  the  borrower  the 
stock  incident  to  the  loans,  or  to  a  regional  bank  or  banks 
designated  by  the  Farm  Credit  Administration,  and  such 
bank  or  banks  shall  issue  a  like  amount  of  class  C  stock  to 
the  borrowers.  All  patronage  refunds  shall  be  paid  in  the 
proportion  that  the  amount  of  interest  earned  on  the  loans 
of  each  borrower  bears  to  the  total  interest  earned  on  the 
loans  of  all  borrowers  during  the  fiscal  year. 

“(c)  Application  of  Assets  on  Liquidation  or 
Dissolution. — In  the  case  of  liquidation  or  dissolution  of 
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any  bank  for  cooperatives,  after  the  payment  or  retirement, 
as  the  case  may  be,  first,  of  all  liabilities ;  second,  of  all  capital 
stock  issued  before  the  effective  date  of  title  I  of  the  Farm 
Credit  Act  of  1955  held  by  cooperative  associations  at  par, 
all  class  A  stock  at  par,  and  all  class  B  stock  at  par;  and 
third,  of  all  class  C  stock  at  par;  any  surpluses  and  con¬ 
tingency  reserves  existing  on  the  effective  date  of  said  title 
I  shall  be  paid  to  the  holders  of  outstanding  capital  stock 
issued  before  the  effective  date  of  said  title  I,  class  A  stock 
and  class  C  stock  pro  rata,  and  any  remaining  surplus  and 
contingency  reserves  shall  be  distributed  to  those  entities  to 
which  they  are  allocated  on  the  books  of  the  bank.  If  it 
should  become  necessary  to  use  any  surplus  or  contingenc}’’ 
reserves  to  pay  any  liabilities  or  to  retire  an}^  capital  stock, 
allocated  contingency  reserves  and  surplus  shall  be  exhausted 
first  in  accordance  with  rules  prescribed  by  the  Farm  Credit 
Administration.” 

(b)  For  purposes  of  apptying  the  amendment  in  sub¬ 
section  (a)  of  this  section,  that  part  of  fiscal  year  1956 
preceding  the  effective  date  of  title  I  of  this  Act  and  that 
part  of  such  year  following  said  effective  date  shall  be 
deemed  to  be  separate  fiscal  years. 

Sec.  104.  Section  31  of  the  Farm  Credit  Act  of  1933 
is  amended  to  read  as  follows: 

“Sec.  31.  Board  of  Directors  of  Central  Bank.—- 
The  Central  Bank  for  Cooperatives  shall  have  seven  directors. 
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Of  this  number  four  shall  be  appointed  by  the  Governor  of 
the  Farm  Credit  Administration,  by  and  with  the  advice  and 
consent  of  the  Federal  Farm  Credit  Board,  and  three  shall 
be  elected  by  the  regional  banks  for  cooperatives  and  coop¬ 
erative  associations:  Provided,  That  the  terms  of  office  of 
directors  established  prior  to  the  effective  date  of  title  I  of 
the  Farm  Credit  Act  of  1955  shall  continue  through  the 
thirty-first  day  of  December  next  following  the  effective  date 
of  said  title  I  and  shall  expire  at  the  end  of  that  day.  Three 
of  the  directors  appointed  by  the  Farm  Credit  Administration 
shall  be  appointed  for  terms  of  one  year,  two  years,  and  three 
years,  respectively,  as  designated  at  the  time  of  appointment 
and  the  fourth  appointed  director  shall  be  appointed  for  a 
term  of  three  years  and  thereafter  each  appointed  director 
shall  be  appointed  for  a  term  of  three  years.  Any  appointed 
director  may  be  removed  at  pleasure  at  any  time  by  the  Farm 
Credit  Administration.  The  Farm  Credit  Administration 
shall  prescribe  rules  and  regulations  for  the  nominations  and 
elections  required  by  this  section.  Sufficiently  in  advance  of 
the  first  day  of  January  next  following  the  effective  date  of 
title  I  of  the  Farm  Credit  Act  of  1955,  and  at  any  time 
subsequent  to  the  enactment  thereof,  the  Farm  Credit  Ad¬ 
ministration  shall  take  all  action  necessary  in  order  to  permit 
the  elections  hereby  provided  and  shall  group  the  several 
farm  credit  districts  into  three  areas,  each  of  which  shall  be 
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comprised  of  four  contiguous  fann  credit  districts,  and  a 
director  shall  be  elected  from  nominees  from  each  of  such 
areas  by  regional  banks  for  cooperatives  of  the  area  and 
cooperative  associations  of  the  area  eligible  to  vote.  The 
three  elected  directors  shall  be  elected  for  terms  of  one  year, 
two  years,  and  three  years,  respectively,  as  shall  be  desig¬ 
nated  by  the  Farm  Credit  Administration  and  thereafter 

elected  directors  shall  be  elected  for  terms  of  three  vears: 

*/ 

Provided,  That  whenever,  as  determined  by  the  Farm  Credit 
Administration,  the  sum  of  the  capital  stock  and  subscriptions 
to  the  guaranty  fund  of  the  central  hank  held  by  persons 
other  than  the  Governor  of  the  Farm  Credit  Administration 
on  behalf  of  the  United  States  and  surplus  and  reserve 
accounts  of  said  hank  shall  equal  or  exceed  66f  per  centum 
of  the  total  capital  stock,  subscriptions  to  the  guaranty  fund 
and  surplus  and  reserve  accounts  of  said  bank  as  of  the  date 
six  months  before  the  expiration  of  the  term  of  office  of 
any  appointed  director,  except  the  fourth  appointed  director, 
whose  term  next  expires,  the  successor  to  such  director  shall 
be  elected  from  nominees  for  a  term  of  three  years  by  re¬ 
gional  banks  for  cooperatives  of  the  area  and  cooperative  as¬ 
sociations  of  the  area  eligible  to  vote  on  a  basis  of  areas  com¬ 
prised  of  two  contiguous  farm  credit  districts  as  designated  by 
the  Farm  Credit  Administration.  Appointed  directors  except 
the  fourth  appointed  director  shall  continue  to  be  replaced 
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by  elected  directors  in  accordance  with  the  foregoing  provi¬ 
sions  nntil  the  total  number  of  elected  directors  shall  be 
six,  elected  one  from  each  of  six  such  areas  comprised  of 
two  contiguous  farm  credit  districts.  Whenever,  as  deter¬ 
mined  by  the  Farm  Credit  Administration,  the  sum 
of  the  capital  stock  and  subscriptions  to  the  guaranty 
fund  of  the  central  bank  held  by  persons  other  than 
the  Governor  of  the  Farm  Credit  Administration  on  be¬ 
half  of  the  United  States  and  surplus  and  reserve 
accounts  of  said  hank  shall  not  equal  or  exceed  66J- 
per  centum  of  the  total  capital  stock,  subscriptions  to  the 
guaranty  fund  and  surplus  and  reserve  accounts  of  the 
banks  as  of  the  date  six  months  before  the  expiration 
of  the  term  of  office  of  any  elected  director  whose  term  next 
expires,  the  successor  to  such  elected  director  shall,  if  the 
number  of  elected  directors  then  exceeds  three,  be  appointed 
by  the  Governor  of  the  Farm  Credit  Administration  by  and 
with  the  advice  and  consent  of  the  Federal  Farm  Credit 
Board  for  a  term  of  three  years.  In  any  such  case  where 
only  one  additional  appointed  director  is  needed  in  order  to 
increase  the  total  number  of  appointed  directors  to  four, 
and  the  terms  of  office  of  more  than  one  elected  director 
next  expire,  the  Farm  Credit  Administration  shall  designate 
the  one  of  such  next  expiring  terms  of  office  which  shall 
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1  be  replaced  by  the  additional  appointed  director.  Any 

2  vacancy  in  the  Board  whether  filled  by  appointment  or  by 

3  election  shall  be  filled  for  the  unexpired  term  in  the  same 

4  manner  in  which  the  vacant  office  was  filled.  Each  regional 

5  bank  for  cooperatives,  each  cooperative  association  which  is 

6  a  direct  borrower  from  the  central  bank,  each  holder  of  one 

7  or  more  shares  of  class  0  stock  in  a  regional  bank  for 

8  cooperatives  which  is  eligible  to  vote  under  section  42  (a) 

9  (3) ,  and  each  holder  of  one  or  more  shares  of  stock  in  the 

10  central  bank  or  any  regional  bank  for  cooperatives  issued 

11  before  the  effective  date  of  title  I  of  the  Farm  Credit  Act 

12  of  1955  which  is  eligible  to  vote  shall  be  eligible  to  vote 

13  for  directors  of  the  central  bank  and  each  such  holder  shall 
H  he  entitled  to  one  vote  only  without  regard  to  the  number 
15  of  shares  held  in  any  one  or  more  of  said  banks,  and  the 
1®  vote  of  any  such  holder  of  stock  in  more  than  one  bank 
11  shall  be  cast  only  with  respect  to  elections  in  the  area  in 
18  which  is  located  the  main  office  of  such  holder.  Elected 
1^  directors  shall  have  been,  for  at  least  two  years,  residents 

20  of  the  area  for  which  they  are  elected.  No  person  shall  be 

21  eligible  for  nomination,  election,  or  appointment  as  a  director 

on 

if  such  person  has  within  one  year  next  preceding  the  com- 

23 

mencement  of  the  term  been  a  salaried  officer  or  employee 

24 

of  the  Farm  Credit  Administration  or  of  any  corporation 
operating  under  its  supervision.  Any  person  who  is  a  mem- 


19 


1  ber  of  the  Federal  Farm  Credit  Board  or  a  district  farm 

2  credit  board  when  appointed  or  elected  as  director  shall 

3  resign  as  a  member  of  the  Federal  Farm  Credit  Board  or  the 

4  district  board  before  assuming  his  duties  as  director  of  the 

5  central  bank.  No  person  who  becomes  such  director  shall 

6  be  eligible  to  continue  to  serve  if  he  becomes  a  member 

7  of  the  Federal  Farm  Credit  Board  or  any  district  farm  credit 

8  board  or  an  officer  or  employee  of  the  Farm  Credit  Admin- 

9  istration  or  an  officer  or  employee  of  any  corporation 

10  operating  under  the  supervision  of  the  Farm  Credit 

11  Administration.” 

12  Sec.  105.  Section  32  of  the  Farm  Credit  Act  of  1933 

13  is  amended  to  read  as  follows: 

14  “Sec.  32.  Powers  of  Board  of  Directors  of  Cen- 

15  tral  Bank. — The  Board  of  Directors  of  the  Central  Bank 
10  for  Cooperatives  shall  elect  a  Chairman  and  Vice  Chairman 

17  from  ,  among  its  members.  The  powers  of  the  Board  of 

18  Directors  shall  be  such  powers  as  may  be  prescribed  in  the 

19  charter  and  bylaws  with  the  approval  of  the  Farm  Credit 
29  Administration:  Provided,  That  said  Board  without  limita- 

21  tion  of  powers  conferred  by  section  60  shall  have  power, 

22  subject  to  approval  of  the  Farm  Credit  Administration,  to 

23  appoint  and  fix  the  compensation  of  the  chief  executive  offi- 

24  cer  and  such  other  officers  and  employees,  experts,  and  con- 

25  sultants  as  may  be  necessary  for  the  efficient  conduct  of  the 
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bank’s  business:  Provided  further,  That  the  chief  executive 
officer  of  the  bank  shall  not  be  an  officer  or  employee  of 
the  Farm  Credit  Administration.” 

Sec.  106.  Section  38  of  the  Farm  Credit  Act  of  1933 
is  amended  by  adding  at  the  end  of  said  section  the  following 
new  sentence:  “After  the  effective  date  of  title  I  of  the 
Farm  Credit  Act  of  1955  any  amendment  in  the  terms  of  the 
charter  issued  to  any  bank  for  cooperatives  and  any  regu¬ 
lation  issued  under  authority  of  this  section  or  otherwise 
affecting  lending  operations  of  any  such  bank  shall  be  con¬ 
sistent  with  the  principle  that  the  central  bank  shall  make 
loans  only  in  cases  where  it  is  not  practicable  for  the  loan 
to  be  made  by  a  regional  bank.” 

Sec.  107.  Section  41  of  the  Farm  Credit  Act  of  1933, 
as  amended,  is  amended  by  adding  a  new  paragraph  as 
follows : 

“Notwithstanding  any  other  provision  of  law,  any 
officer  or  employee  of  the  Farm  Credit  Administration  or  of 
any  bank  for  cooperatives  designated  to  act  as  custodian 
of  collateral  securing  loans  made  by  any  such  bank  to  any 
cooperative  association  eligible  to  borrow  therefrom  may,  in 
accordance  with  regulations  of  the  Farm  Credit  Administra¬ 
tion,  act  at  the  same  time  as  custodian  of  collateral  securing 
loans  made  by  any  other  lenders  to  any  cooperative  associa¬ 
tion  eligible  to  borrow  from  any  such  bank.” 
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Sec.  108.  (a)  Section  33  of  the  Farm  Credit  Act  of 
1933  is  amended  by  striking  the  words  “Chairman  of  the 
Board”  in  the  last  sentence  of  said  section  and  substituting 
in  lieu  thereof  the  words  “Board  of  Directors”. 

(b)  Section  34  of  the  Farm  Credit  Act  of  1933,  as 
amended,  is  amended  by  striking  the  words  “Chairman  of  its 
Board  of  Directors”  in  the  first  paragraph  of  said  section  and 
substituting  in  lieu  thereof  the  words  “Farm  Credit 
Administration”. 

Sec.  109.  Subsection  (a)  of  section  8  of  the  Agricul¬ 
tural  Marketing  Act,  as  amended,  is  amended  to  read  as 
follows : 

“(a)  Loans  to  cooperative  associations  made  by  any 
bank  for  cooperatives  shall  bear  such  rates  of  interest  as 
the  board  of  directors  of  the  bank  shall  from  time  to  time  de¬ 
termine  with  the  approval  of  the  Farm  Credit  Administra¬ 
tion,  but  in  no  case  shall  the  rate  of  interest  exceed  6  per 
centum  per  annum  on  the  unpaid  principal  of  a  loan.” 

Sec.  110.  (a)  Section  65  of  the  Farm  Credit  Act  of 
1933  is  amended  by  striking  the  word  “regional”  in  the  first 
sentence  of  said  section. 

(b)  Section  66  of  the  Farm  Credit  Act  of  1933,  as 
amended,  is  hereby  repealed. 
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(c)  The  second  sentence  of  section  7  (a)  of  the  Farm 
Credit  Act  of  1953  is  hereby  repealed. 

(d)  Section  6  of  the  Act  approved  January  23,  1932 
(47  Stat.  14) ,  is  amended  by  adding  immediately  following 
the  comma  after  the  word  “Act”  where  it  first  appears  the 
following:  “the  Farm  Credit  Act  of  1933”. 

Sec.  111.  This  title  shall  be  applicable  to  loans  made 
before  its  effective  date  from  the  date  on  which  they  may 
be  changed  by  agreement  to  conform  hereto,  otherwise,  ex¬ 
cept  as  provided  in  this  title,  such  loans  shall  be  treated  as 
though  this  title  had  not  been  enacted.  Any  cooperative 
association  owning  capital  stock  or  guaranty  fimd  credits 
in  any  bank  for  cooperatives  issued  before  the  effective  date 
of  this  title  which  is  eligible  to  vote  shall,  as  long  as  such 
eligibility  continues,  be  entitled  to  vote  to  the  same  extent 
as  a  holder  of  class  C  stock  which  is  eligible  to  vote;  any 
cooperative  association  owning  such  stock  or  guaranty  fund 
credits  shall  be  entitled  to  have  such  stock  or  credits  retired 
as  though  this  title  had  not  been  enacted;  and  any  such 
association  may  with  the  consent  of  the  bank  have  such  stock 
or  credits,  if  it  is  found  eligible  to  own  class  B  or  class  0 
stock,  converted  in  whole  or  in  part  into  class  B  or  class  C 
stock  or  equivalent  guaranty  fund  credits:  Provided,  That 
any  bank  for  cooperatives  with  the  approval  of  the  Farm 
Credit  Administration  may  retire  at  any  time  capital  stock 
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or  guaranty  fund  credits  issued  before  the  effective  date  of 
this  title  held  by  any  cooperative  association  and  may  hold 
the  proceeds  of  such  retired  stock  or  guaranty  fund  credits  as 
security  for  any  indebtedness  of  the  association  to  the  bank. 

Sec.  112.  This  title  shall  take  effect  on  the  first  day  of 
the  month  next  following  one  hundred  and  twenty  days  after 
its  enactment. 

TITLE  II— PRODUCTION  CREDIT  SYSTEM 

Sec.  201.  Section  21  of  the  Farm  Credit  Act  of 
1933  is  amended  by  striking  out  of  the  fifth  sentence  the 
words  “all  stock  shall  share  in  dividend  distributions  without 
preference”  and  substituting  therefor  the  words  “Dividends 
may  be  paid  on  class  A  and  class  B  stock  without  preference 
or  on  class  A  stock  alone,  as  the  board  of  directors  of  the 
association  may  determine”. 

Sec.  202.  Section  22  of  the  Farm  Credit  Act  of  1933 
is  amended  to  read  as  follows : 

“Sec.  22.  (a)  Each  production  credit  association  shall, 
at  the  end  of  each  fiscal  year,  apply  the  amount  of  its  earn¬ 
ings  in  excess  of  operating  expenses  (including  provision  for 
reasonable  valuation  reserves)  during  such  fiscal  year,  first, 
to  the  restoration  of  the  impairment,  if  any,  of  capital;  and, 
second,  to  the  establishment  and  maintenance  of  a  surplus 
account,  the  minimum  amount  of  which  shall  be  prescribed 
by  the  production  credit  corporation. 
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“  (b)  A  production  credit  association  may  pay  dividends 
of  not  to  exceed  7  per  centum  per  annum  when  such  pay¬ 
ments  are  approved  by  the  production  credit  corporation  of 
the  district  and  are  consistent  with  policies  established  under 
regulations  issued  by  the  Farm  Credit  Administration.” 

Sec.  203.  The  amounts  in  the  guaranty  fund  reserve 
and  the  reserve  accoimt  for  bad  and  doubtful  debts  of  each 
production  credit  association  shall,  as  of  the  effective  date  of 
this  title,  be  transferred  to  the  surplus  account  of  such  asso¬ 
ciation  established  pursuant  to  the  provisions  of  section  22 
of  the  Farm  Credit  Act  of  1933  as  amended  bv  section  202 
of  this  title. 

Sec.  204.  Section  23  of  the  Farm  Credit  Act  of  1933 
is  amended  to  read  as  follows: 

“Sec.  23.  Each  production  credit  association  shall,  under 
such  rules  and  regulations  as  may  be  prescribed  by  the  pro¬ 
duction  credit  corporation  of  the  district  with  the  approval 
of  the  Farm  Credit  Administration,  invest  its  funds  and  make 
loans  to  fanners  for  general  agricultural  purposes.  Such 
loans  shall  be  made  on  such  terms  and  conditions,  at  such 
rates  of  interest,  and  with  such  security  as  may  be  prescribed 
by  the  corporation.  No  borrower  shall  be  indebted  to  the 
association  at  any  one  time  in  an  amount  in  excess  of  15 
per  centum  of  the  capital  and  surplus  of  the  association  un¬ 
less  the  loan  has  the  prior  approval  of  the  corporation,  or  in 
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excess  of  35  per  centum  of  the  capital  and  surplus  of  the  as¬ 
sociation  unless  the  loan  also  has  the  prior  approval  of  the 
Farm  Credit  Administration.  Borrowers  shall  be  required 
to  own,  at  the  time  the  loan  is  made,  class  B  stock  of  the 
association  in  an  amount  equal  in  fair  book  value  (not  to 
exceed  par) ,  as  determined  by  the  association,  to  $5  per 
$100  or  fraction  thereof  of  the  amount  of  the  loan.  Such 
stock  shall  not  be  canceled  or  retired  upon  payment  of  the 
loan  but  may  be  transferred  or  exchanged  as  provided  in 
section  21  of  this  Act.” 

Sec.  205.  The  last  sentence  of  section  63  of  the 
Farm  Credit  Act  of  1933  is  hereby  amended  to  read  as 
follows:  “The  exemption  provided  herein  shall  not  apply  with 
respect  to  any  production  credit  association  or  its  property  or 
income  after  the  class  A  stock  held  in  it  by  the  production 
credit  corporation  has  been  retired,  or  with  respect  to  the 
Central  Bank  for  Cooperatives,  or  any  production  credit 
corporation  or  bank  for  cooperatives,  or  its  property  or  in¬ 
come  after  the  stock  held  in  it  by  the  United  States  has  been 
retired.” 

TITLE  III— FEDERAL  LAND  BANK  SYSTEM 
Sec.  301.  Sections  3,  7,  and  8  of  the  Federal  Farm 
Loan  Act,  as  amended,  are  amended — 

(a)  by  changing  next  to  the  last  paragraph  of 
section  3  to  read  as  follows:  “The  Farm  Credit  Admin- 
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1  istration  shall  prescribe  a  form  for  the  statement  of  con- 

2  dition  of  national  farm  loan  associations  and  land  banks 

3  under  its  supervision,  which  shall  he  filled  out  by  each 

4  such  association  or  bank  and  transmitted  to  said  admin- 

5  istration  as  required  by  it.”; 

6  (b)  by  changing  the  fifth  sentence  of  the  fourth 

7  paragraph  of  section  7  to  read  as  follows:  “He  shall 

8  make  a  report  to  the  Harm  Credit  Administration  as 

9  required  by  it  upon  forms  to  be  provided  for  that 

10  purpose.”;  and 

11  (c)  by  deleting  the  last  sentence  of  section  8. 

12  Sec.  302.  The  last  paragraph  of  section  5  of  the  Federal 

13  Farm  Loan  Act,  as  amended,  is  repealed. 

14  Sec.  303.  Section  10  of  the  Federal  Farm  Loan  Act, 

15  as  amended,  is  amended  by  adding  at  the  end  thereof  a 
15  new  paragraph  as  foHows : 

11  “Notwithstanding  any  other  provision  of  this  Act  to  the 
15  contrary,  subject  to  the  approval  of  the  Farm  Credit  Admin- 
15  istration,  the  investigation  and  the  written  report  or  reports 
5°  on  the  value  of  the  security  offered  for  a  Federal  land  bank 
51  loan,  which  otherwise  are  required  by  this  section  to  be  made 
55  by  land  hank  appraisers  appointed  under  the  authority  of 
5°  section  3  of  this  Act,  may  be  made,  in  accordance  with 
51  appraisal  standards  prescribed  by  the  Farm  Credit  Adminis- 
55  tration,  by  any  person  (including  a  person  who  is  secretary- 
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treasurer  of  a  national  farm  loan  association)  designated  so 
to  do  by  the  Federal  land  bank  of  the  district;  a  Federal 
land  bank  is  authorized  to  make  a  loan,  if  otherwise  author¬ 
ized,  on  the  basis  of  such  an  investigation  and  report  by  a 
person  so  designated;  and  a  loan  so  made  shall  be  eligible 
as  collateral  for  farm  loan  bonds  under  section  19  of  this 
Act,  if  otherwise  qualified  thereunder:  Provided ,  That, 
within  one  year,  the  land  bank  shall  obtain  a  written  report 
on  the  security  for  the  loan  by  a  land  bank  appraiser 
appointed  under  section  3  of  this  Act,  in  terms  and  form 
prescribed  by  the  Farm  Credit  Administration,  and  such  a 
loan  shall  be  eligible  as  collateral  for  farm  loan  bonds  there¬ 
after  only  if  such  report  by  a  land  bank  appraiser  establishes 
that  the  security  meets  the  standards  prescribed  by  the  Farm 
Credit  Administration  for  a  land  bank  loan,  and  in  no  event 
shall  any  such  loan  thereafter  be  carried  as  such  collateral 
for  bonds  at  more  than  65  per  centum  of  the  normal  value 
of  the  security  as  determined  by  such  land  bank  appraiser. 
Except  as  otherwise  specifically  provided  in  this  paragraph, 
all  provisions  of  this  Act  relating  to  loans  made  through 
national  farm  loan  associations  shall,  insofar  as  applicable, 
apply  with  respect  to  loans  made  on  such  investigations  and 
written  reports  by  such  designated  persons.” 

Sec.  304.  Section  12  of  the  Federal  Farm  Loan  Act, 


as  amended,  is  amended — 
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(a)  by  changing  paragraph  “Fourth”  to  read  a,s 
follows:  “Such  loans  may  be  made  for  general  agricul¬ 
tural  purposes  and  other  requirements  of  the  owner  of 
the  land  mortgaged,  under  rules  and  regulations  of  the 
Farm  Credit  Administration.”; 

(b)  by  striking  out  the  period  at  the  end  of  the 

second  sentence  of  paragraph  “Fifth”  and  adding  the 
following:  and,  consistent  with  community  standards, 

the  appraisal  may  also  reflect  home  advantages,  and  the 
availability  to  a  typical  operator  of  the  property  of 
earnings  from  other  dependable  sources  to  supplement 
the  normal  earning  power  of  the  farm.” ; 

(c)  by  striking  out  “the  raising  of  livestock” 
wherever  it  appears  in  next  to  the  last  sentence  of  para¬ 
graph  “Sixth”  and  substituting  therefor  “farming  opera¬ 
tions”  and  by  striking  out  of  such  sentence  “Land  Bank 
Commissioner”  and  substituting  therefor  “Farm  Credit 
Administration”;  and 

(d)  by  striking  out  “$100,000”  from  paragraph 
“Seventh”  and  substituting  therefor  “$200,000”  and 
by  striking  out  of  such  sentence  “but  loans  to  any  one 
borrower  shall  not  exceed  $25,000  unless  approved  by 
the  Land  Bank  Commissioner,”  and  substituting  “but 
loans  to  any  one  borrower  shall  not  exceed  $100,000 
unless  approved  by  the  Farm  Credit  Administration,”. 
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Sec.  305.  Paragraph  “Nineteenth”  of  section  13  of  the 
Federal  Farm  Loan  Act,  as  amended,  is  amended  by  adding 
at  the  end  thereof  a  new  sentence  as  follows:  “Such  a 
deferment  may  be  permitted  for  other  purposes  for  a  period 
not  exceeding  five  years  under  regulations  prescribed  by  the 
Farm  Credit  Administration.”. 

Sec.  306.  (a)  That  part  of  section  23  of  the  Federal 
Farm  Loan  Act,  as  amended,  which  precedes  the  last 
paragraph,  is  amended  to  read  as  follows:  “Every  Federal 
land  bank  shall  semiannually  carry  to  reserve  account  a 
sum  not  less  than  50  per  centum  of  its  net  earnings  until 
said  reserve  account  shall  show  a  credit  balance  equal  to 
the  outstanding  capital  stock  of  said  land  bank.  After  said 
reserve  is  equal  to  the  outstanding  capital  stock  10  per 
centum  of  the  net  earnings  shall  be  added  thereto  semi¬ 
annually  until  said  reserve  account  shall  show  a  credit  bal¬ 
ance  equal  to  150  per  centum  of  the  outstanding  capital  stock 
of  said  land  bank,  and  any  land  bank  having  a  credit  balance 
in  said  reserve  account  in  excess  of  150  per  centum  of 
its  outstanding  capital  stock  may  withdraw  such  excess 
from  said  reserve  account  with  the  approval  of  the  Farm 
Credit  Administration.  Whenever  said  reserve  shall  have 
been  impaired  it  shall  be  fully  restored  before  any  dividends 
are  paid. 

“After  deducting  the  50  per  centum  or  the  10  per 
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centum  hereinbefore  directed  to  be  deducted  for  credit  to 
reserve  account,  any  Federal  land  bank  may  declare  a 
dividend  or  dividends  to  shareholders  of  the  whole  or  any 
part  of  the  balance  of  its  net  earnings,  but  only  with  the 
approval  of  the  Farm  Credit  Administration. 

“The  reserves  of  land  banks  shall  be  invested  in  accord¬ 
ance  with  rules  and  regulations  prescribed  by  the  Farm 
Credit  Administration.” 

(b)  The  second  sentence  of  section  24  of  the  Federal 
Farm  Loan  Act,  as  amended,  is  amended  by  striking  out  the 
period  at  the  end  thereof  and  adding  the  following:  “until 
said  reserve  accoimt  shall  show  a  credit  balance  equal  to  50 
per  centum  of  the  outstanding  capital  stock  of  said  associa¬ 
tion,  and  any  association  having  a  credit  balance  in  said  re¬ 
serve  account  in  excess  of  50  per  centum  of  its  outstanding 
capital  stock  may  withdraw  such  excess  from  said  reserve 
account  with  the  approval  of  the  Farm  Credit  Administra¬ 
tion.”. 

(c)  The  amendments  made  by  (a)  and  (b)  of  this  sec¬ 
tion  shall  become  effective  on  the  next  January  1,  or  July  1 
whichever  first  succeeds  enactment  hereof. 

Sec.  307.  Section  601  (a)  of  the  Department  of  Agri¬ 
culture  Organic  Act  of  1944  is  amended  by  inserting  after 
“Federal  land  banks,”,  the  second  time  it  appears  therein, 
“national  farm  loan  associations,”;  by  striking  out  “joint- 
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stock  land  banks,”  wherever  it  appears  therein;  and  by 
striking  out  the  period  at  the  end  thereof  and  inserting 
except  that  the  amounts  apportioned  to  national  farm 
loan  associations  shall  be  assessed  against  and  collected  from 
the  Federal  land  bank  of  the  district  which  may  in  turn  col¬ 
lect  such  amounts  from  the  associations  in  a  manner  approved 
by  the  Farm  Credit  Administration.”. 

TITLE  IV— MISCELLANEOUS  PROVISIONS 
Sec.  401.  (a)  Section  5  (b)  of  the  Farm  Credit  Act  of 
1937,  as  amended,  is  amended  by  changing  the  sixth  sentence 
thereof  to  read  as  follows:  “After  the  date  of  enactment  of 
the  Farm  Credit  Act  of  1955,  no  person  shall  be  eligible  for 
election  or  appointment  to  membership  on  said  Board  if  such 
person  has  within  one  year  next  preceding  the  commence¬ 
ment  of  the  term  been  a  salaried  officer  or  employee  of  the 
Farm  Credit  Administration,  or  a  salaried  officer  or  employee 
of  any  corporation  operating  under  the  supervision  of  the 
Farm  Credit  Administration.”. 

(b)  Section  5  (d)  of  the  Farm  Credit  Act  of  1937,  as 
amended,  is  amended — 

( 1 )  by  substituting  “six  months”  for  “three  months” 
wherever  it  occurs  in  paragraph  ( 2 )  thereof ;  and 

(2)  by  adding  at  the  end  thereof  a  new  paragraph 
as  follows: 

“  (4)  As  directed  by  the  Farm  Credit  Administration, 
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the  election  of  a  director  under  section  5  (d)  (2)  by  any 
group  may  be  begun  any  time  within  six  months  before 
the  expiration  of  the  term  of  office  to  which  the  director 
is  to  succeed,  subject  to  the  required  determination  being 
made  as  of  the  date  six  months  before  the  expiration  of 
such  term  of  office  that  a  director  so  elected  by  such  group 
is  to  serve  in  lieu  of  a  district  director  (or  third  district 
director) 

Sec.  402.  Section  4  of  the  Farm  Credit  Act  of  1953 
is  amended — 

(a)  by  inserting  in  the  first  proviso  in  subsection 
(a)  “all  persons  so  tied  shall  be  considered  designated 
as  nominees”  in  lieu  of  “the  procedure  prescribed  therein 
shall  be  followed  again  until  the  tie  is  broken” ; 

(b)  by  inserting  before  the  period  at  the  end  of  the 
second  sentence  of  subsection  (b)  “,  except  that  one  full 
term  of  six  years  shall  be  considered  to  include  an  addi¬ 
tional  four  months  if  the  particular  term  is  one  which 
was  legally  extended  for  an  additional  four  months”; 
and 

(c)  by  adding  the  following  additional  sentence  at 
the  end  of  subsection  (c)  :  “All  terms  of  office  which 
otherwise  would  expire  on  November  30  of  any  year 
following  enactment  of  the  Farm  Credit  Act  of  1955  are 
extended  four  months  to  expire  on  the  following  March 
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31  so  that  the  term  of  office  of  all  successors  to  the 

terms  so  extended  shall  begin  with  the  first  day  of 

April.”. 

Sec.  403.  (1)  If  any  provision  of  this  Act,  or  the  appli¬ 
cation  thereof  to  any  person  or  circumstance,  is  held  invalid, 
the  remainder  of  the  Act,  and  the  application  of  such  pro¬ 
visions  to  other  persons  or  circumstances,  shall  not  be  affected 
thereby. 

(b)  The  right  to  alter,  amend,  or  repeal  this  Act  is 
hereby  expressly  reserved. 

Passed  the  House  of  Representatives  July  12,  1955. 

Attest:  RALPH  R.  ROBERTS, 

Clerk. 
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IM  PROGRAM.  Sen.  Symington  charged  " political  manipulation  in  the  farm 

in  Missouri']  and  Sen.  Humphrey  joined  him  in  the  statement  (pp.  1053^-29) 

14*  NATER HM)LLUT ION •  Sen.  Duff  urged  water— pollution  control  as  a  means  of  conserv¬ 
ing  wa\er  (pp.  10529-30). 


15®  FARM  CREDIT.  H.  R.  5168,  the  FCA  bill,  was  made  the  unfinished  business  (p. 
10546). 


D 


HOUSE  -  July  29 

16.  SUPPLEMENTAL  APPROPRIATION  BILL,  1956.  Received  the  conference  report  on  H.  R. 

7278  (pp.  10460-4/>  Attached  to  this  Digest  is  a  statement  showing  actions  on 
the  USDA  items  in  this  bill. 

17.  HOUSING.  Passed,  396  to  3,  S«  2126,  the  housing  bill,  with  an  amendment  by  Rep. 

Wolcott  in  the  nature  of  a  substitute  (pp.  10404-43)*  The  Wolcott  amendment, 
which  was  agreed  to  by  a  vote  of  217  to  188,  does  not  include  the  provision  for 
continuation  of  the  farm  housing  program  which  has  been  authorized  for  admini¬ 
stration  by  this  Department.  House  and  Senate  conferees  were  appointed  (pp. 
10443,  10505). 

to  / 

18.  SUGAR.  Agreed  to  a  resolution/provide  for /debate  on  H.  R.  7030,  to  amend  and 

extend  the  Sugar  Act  (pp.  10445-6). 


19.  DEFENSE  PRODUCTION.  Began  debate  on  Hi  R.  7470,  to  amend  and  extend  the  Defense 

Production  Act  (pp.  10445-50).  / 

20.  FARM^LABOR.  Agreed  to  the  conference  report  on  H.  R.  3822,  which  provides  for 

a  3^  year  extension  (until  June/ 30,  1959)  of  the  Mexican  farm-labor  program, 
relieves  employers  of  double  liability  for  the  cost  of  returning  a  worker  to 
Mexico  where  the  employer  has7 paid  once  for  such  movement  but  the  Mexican  does 
not  return  and  is  later  apprehended,  and  specifies  that  the  Secretary  of  Labor 
is  to  obtain  information  oh  the  availability  of ''domestic  workers,  prevailing 
wage  rates,  and  labor  shortages  in  the  area,  theri\post  publicly  the  number  of 
workers  to  be  imported /(p„  10401).  This  bill  will  now  be  sent  to  the  President, 


21.  SURPLUS  COMMODITIES.  'Agreed  to  the  conference  report  on  H.  R.  2851,  to  author¬ 

ize  the  Secretary  pi  Agriculture,  until  June  30,  1957,  upon  request  of  a  State 
Governor,  to  distribute  to  the  State  wheat  flour  and  corn  meal  owned  by  CCC 
using  Sec.  32  fyhds  liirited  to  9 15  million  a  year  (p.  10402).  This  bill  will 
now  be  sent  to  the  President 0 

22.  PERSONNEL.  House  conferees  were  appointed  on  H.  R.  404S,  making  recommendations 

to  the  States  for  legislation  to  permit  and  assist  Federal  personnel  to  vote 
(pp.  10444-5) . 

\ 

23.  ’WATER  RESOURCES.  Agreed  to  the  conference  report  on  H.  R.  3990,  to  authorize 
the  $£nteri  or  Department  to  investigate  and  report  to  Congress  on  projects  for 
the  conservation,  development,  and  utilization  of  water  resources  of  Alaska 

ip*  10394-5).  This  bill  will  now  be  sent  to  the  President. 

24 ^PERSONNEL.  Passed  as  reported  H.  R„  7618,  to  increase  annuities  of  retired 

employees  by  12$  on  the  first  $1,500  and  8$  thereafter  up  to  $4,000,  with  a  \ 
gradual  reduction  in  the  increases  until  they  end  on  Dec.  31,  1957  (pp. 
10395-6). 


25.  WATER  COMPACT.  Passed  as  reported  S.  2660,  consenting  to  a  compact  among  Ark., 


\  Tex., 

La,, /and  Okla.  regarding  Red  River  basin  waters  (p.  10315)* 

The  Public  Works  Committee  reported  with  amendments  H.  R.  6256,  consenting 
to  a  compact  of  Kans.  and  Okla.  regarding  Arkansas  River  Basin  waters  (il.Xept, 
1592) (p.  10466 ) * 


26.  RECLAMATION.  House  conferees  were  appointed  on  H.  R.  5881,  to  provide/for 
Federal  cooperation  in  non-Federal  reclamation  projects,  etc.  (p,  1Q395) 

Senate  conferees  were  appointed  July  28® 

Rep.  Pfost  spoke  in  favor  of  the  Hells  Canyon  project  (p,  10402). 

Received  from  the  Interior  Department  a  report  on  the  Vent.dra  project, 
Calif.  (Ho  Doc.  222);  to  Interior  and  Insular  Affairs  Committee  (p.  10465)* 

The  Interior  and  Insular  Affairs  Committee  reported  without  amendment 
S.  180,  to  authorize  the  Washita  River  Basin  project,  Okla/  (H.  Rept.  1582) (p. 
10466 )0 


27.  SURPLUS  PROPERTY;  CIVIL  DEFENSE.  Passed  as  reported  H/R.  7227,  to  amend  the 
Federal  Property  and  Administrative  Services  Act  of  1949  so  as  to  authorize 
disposal  of  surplus  property  for  civil  defense  purposes  (pp*  10396-7) • 

28*  PROPERTY;  TAXATION.  Passed  without  amendment  H./R*  6l82,  to  amend  the  Federal^  — 
Property  and  Administrative  Services  Act  so  as  to  make  temporary  provisior .  "or 
payments  in  lieu  of  taxes  with  respect  to  certain  real  property  transferred  by 
RFC  to  other  Government  departments  (pp.  10397-401). 

29.  FARM-CITY  WEEK.  Rep.  Ashmore  requested  consideration  of  H.  J.  Res.  317,  to 
provide  for  Farm-City  Week,  lot  Rep.  King,  Pa.,  objected  (p.  10404). 


30.  PUBLIC  LANDS;  MINING.  House  and  Senate  conferees  were  appointed  on  H.  R.  100, 


to  permit  the  mining,  development,  and  utilization  of  mineral  resources  of  all 
public  lands  withdrawn  or  reserved  for  power  development  (pp.  10445,  10530). 


31.  REORGANIZATION;  PAPERWORK.  Rep.  Holifield  criticized  the  Hoover  Commission  pro¬ 


cedure  in  connection  with  the  study  on  paperwork  (pp.  10457—9). 


7 


/ 


32.  WILDLIFE  CONSERVATION.  Th6  Merchant  Marine  and  Fisheries  Committee  reported 
without  amendment  S.  756,  to  authorize  the  appropriation  of  accumulated  recel 
in  the  Federal-aid  wildlife-restoration  fund  (H»  Rept*  1756) (p.  IO466), 


/ 


33.  LIBRARY  SERVICES.  The  Education  and  Labor  Committee  reported  without  amendment 
H.  R.  2840,  to  promote  the  further  development  of  public  library  service  in 
rural  areas  (H.  Rept.  1587) (p.  10466). 


/ 


/ 


/ 


ITEMS  IN  APPENDIX  -  July  29 


34.  SUGAR.  Rep.  Utt  inserted  the  testimony  of  Oscar  L.  Chapman  on  the  sugar  bill 

(pp.  A5612-14) • 

35.  TOBACCO.  Rep.  Lankford  inserted  an  editorial  favoring  purchase  of  Swiss  pro¬ 

ducts  so  as  to  enable  the  Swiss  to  purchase  American  tobacco  (p.  A5614). 


36.  PERSONNEL.  Rep.  Hoffman  inserted  a  Saturday  Evening  Post  article,  "Loyalty 
Boards  Can  Err,  but  We  Still  Need  Them"(p.  A5622). 


FARM  PROGRAM.  Sen.  Humphrey  inserted  a  Democratic  Digest  article  charging 
"pledges  and  hedges"  regarding  the  farm  pi'ogram  by  the  administration  (pp. 
A 5624-5)  • 
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legigs  and  Elections  and  there  are  certain  as¬ 
pect^  which.  we  would  like  to  call  to  your 
attention  in  order  that  there  be  no  misunder¬ 
standing  as  to  the  position  of  the  Justice 
Department. 

On  page\l3  and  14  of  the  report  proposed 
amendments,  to  section  610  of  the  United 
States  Code  are  discussed.  These  amend¬ 
ments  are  set 'forth  as  section  304  in  the 
original  Senate  hill  636,  which  is  under  con¬ 
sideration  by  your\committee.  The  subcom¬ 
mittee  recommend\  that  section  304  be 
stricken  which  has  the  effect  of  eliminating 
the  suggested  amendments  to  section  610  of 
title  18.  In  connection  with  this  recom¬ 
mendation  the  report  ol\the  subcommittee 
states : 

•'This  provision  of  S.  636  Vas  intended  to 
clarify  the  present  confused  'status  of  sec¬ 
tion  610  of  title  18  of  the  United^ States  Code. 
In  view  of  the  decision  of  the  Supreme  Court 
in  17.  S.  v.  Congress  of  Industrial- Organiza¬ 
tions  (355  U.  S.  106  (1948),  the\  present 
status  of  section  610  is  not  clear.  However, 
the  subcommittee  was  advised  by  the  Repre¬ 
sentative  of  the  Department  of  Justice  Rhat 
section  304  of  S.  636  would  most  probably 
•  irther  complicate  this  present  status. 

herefore,  the  subcommittee  recommends 
that  section  304  as  it  appears  in  S.  636  be 
stricken,  and  that  section  305  of  the  bill  be 
numbered  section  304.” 

The  Department  of  Justice  representative 
who  testified  before  the  subcommittee  was 
Warren  Olney,  III,  Assistant  Attorney  Gen¬ 
eral  in  charge  of  the  Criminal  Division. 
Certain  portions  of  Mr.  Olney’s  testimony 
might  support  the  interpretation  set  forth 
above.  However,  when  his  testimony  is  read 
in  its  entirety  we  believe  that  the  views  of 
the  Department  of  Justice  are  clearly  ascer¬ 
tainable  and  were  not  meant  to  carry  the 
meaning  indicated  in  the  subcommittee  re¬ 
port.  Mr.  Olney  pointed  out  the  difficulty 
we  have  encountered  with  court  interpre¬ 
tations  of  section  610,  particularly  as  per¬ 
tains  to  a  possible  conflict  of  that  section 
with  the  first  amendment.  However,  as  his 
testimony  indicates,  the  constitutional  ques¬ 
tion  has  never  been  passed  upon  squarely, 
and  the  position  of  the  Justice  Department  is 
that  section  610  is  constitutional  and  that  in 
proper  cases  prosecution  may  be  had  under 
this  section. 

In  order  to  clear  up  any  possible  misun¬ 
derstanding  I  wish  to  set  forth  the  position 
of  the  Department  of  Justice  as  it  relates 
to  the  proposed  amendments.  The  amend¬ 
ments  to  section  610  would  definitely 
strengthen  the  position  of  the  Government 
to  prosecute  persons  and  organizations  yrlio 
violate  the  election  laws,  but  who  have  been 
able  to  take  advantage  of  certain  loopholes 
in  existing  law.  Although  the  Department 
recognizes  there  are  problems  of  constitu¬ 
tional  law  still  unanswered,  nevertheless, 
inclusion  of  the  amendments  to  section  610 
of  title  18  would  not  complicate  enforce¬ 
ment  under  the  law.  / 

The  Department  of  Justice;  therefore,  takes 
the  position  that  in  consideration  of  this 
bill  the  amendments  proposed  to  section  610 
should  be  retained. 

Sincerely, 

Herbert  Brownell,  Jr., 

Attorney  General. 

The  letter  repeals  on  its  face  several  in¬ 
teresting  facts-.  It  clearly  indicates  that  the 
position  of  the  Justice  Department,  as  ex¬ 
pressed  by -Mr.  Olney  on  May  10,  differs  from 
the  position  of  the  Justice  Department  as 
expressed  by  Mr.  Brownell  on  June  23.  For 
example,  Mr.  Brownell  states  that  the  posi- 

Jof  the  Justice  Department  is  that  sec- 
610  is  constitutional;  Mr.  Olney  said 
tatus  of  this  section  is  “most  obscure.” 
nell  says  prosecution  may  be  had  under 
section  in  proper  cases;  Mr.  Olney  said 
is  almost  impossible,  and  certainly  im¬ 
practical,  to  prosecute  under  it  at  all. 
Brownell  says  adoption  of  the  section  would 


not  complicate  enforcement  under  the  law; 
Olney  says  it  would. 

I  shall  not  speculate  on  the  reason  for  the 
conflicting  views  of  Mr.  Olney  and  Mr. 
Brownell,  although,  naturally,  I  do  have 
opinions  on  the  subject.  All  that  I  wish  to 
do  at  this  moment  is  to  indicate  clearly,  and 
the  testimony  which  I  have  read  from  the 
hearings  substantiates  this,  that  the  sub¬ 
committee  deleted  from  the  original  bill  the 
section  which  pertained  to  labor  unions, 
banks,  and  corporations  because  of  the  testi¬ 
mony  presented  by  Mr.  Warren  Olney  III, 
testimony  which  the  subcommittee  neces¬ 
sarily  had  to  accept  as  reflective  of  the  views 
of  the  Department  of  Justice,  since  Mr.  Olney 
was  sent  to  us  as  the  man  in  the  best  posi¬ 
tion  to  express  such  views. 

I  find  this  whole  matter  extremely  disturb¬ 
ing.  When  a  committee  of  the  Senate  calls 
upon  an  executive  department  for  assistance 
and  advice,  it  necessarily  must  assume  that, 
in  the  absence  of  a  prompt  and  timely  state¬ 
ment  to  the  contrary,  the  advice  and  assist¬ 
ance  rendered  by  the  representative  of  the 
department  truly  represents  the  views  of  the 
department.  In  this  instance  we  did  so  ac¬ 
cept  such  testimony,  and  I  personally  am 
distressed  to  now  discover  that  the  Attorney 
-.  General  of  the  United  States  is  apparently 
'attempting  to  rewrite  testimony  given  befpre 
oijr  subcommittee  by  a  representative  of  the 
Justice  Department  and  to  torture  and  sub- 
vert\Mr.  Olney’s  conclusions  and  observa¬ 
tions.',. 

Jul*  25,  1955. 

The  Honorable  Herbert  Brownell,  Jr., 

Attorney  General  of  the  United  States, 
Washington,  D.  C. 

Dear  Mr.  Attorney  General:  Senator 
Green,  chairmah  of  the  Senate  Committee 
on  Rules  and  Ad  in  i  n  is  tta  tion ,  has  forwarded 
to  me  a  letter  dated,  June  23,  1955,  signed 
by  you  as  Attorney  General.  This  letter  re¬ 
fers  to  the  recent  report  of  the  Subcommittee 
on  Privileges  and  Elections  and  states  that 
there  are  certain  aspects  of  this  report  which 
you  wish  to  pall  to  Senator  Green’s  atten¬ 
tion  “in  order  that  there  be  no  misunder¬ 
standing  as’  to  the  position' of  the  Justice 
Department.” 

Your  fetter  is  directed  to  section  304  in  the 
original  bill,  S.  636.  The  subcommittee  rec¬ 
ommended  that  this  section  be  strioken  from 
the  bill.  On  June  15,  8  days  before  your 
letter  was  written,  the  bill  was  favorably  re¬ 
ported  to  the  Senate  by  the  Committee  on 
Rules  and  Administration  with  section  304 
stricken.  Your  letter,  therefore,  arrived 
somewhat  late.  \ 

You  apparently  question  a  portion  of  the 
subcommittee  report  which  stated: 

“This  provision  of  S.  636  was  intended  to 
clarify  the  present  confused  status  of  sec¬ 
tion  610  of  title  18  of  the  United  States 
Code.  In  view  of  the  decision  of  the  Su¬ 
preme  Court  in  17.  S.  v.  Congress  of  Indus¬ 
trial  Organizations  (355  U.  S.  106  (1948)), 
the  present  status  of  section  610  is  not  clear. 
However,  the  subcommittee  was  advised  by 
the  representative  of  the  Department  of  Jus¬ 
tice  that  section  304  of  S.  636  would  most 
probably  further  complicate  this  present 
status.  Therefore,  the  subcommittee  recom¬ 
mends  that  section  304  as  it  appears  in  S.  636 
be  stricken,  and  that  section  305  of  the  bill 
be  renumbered  section  304.” 

The  representative  of  the  Department  of 
Justice  mentioned  in  the  report  was,  of 
course,  Mr.  Warren  Olney  HI,  who  was  sent 
to  us  by  your  department  as  the  person  “in 
the  best  position”  to  testify  on  the  bill.  Mr. 
Olney  appeared  before  the  subcommittee  on 
May  10  and  was  a  most  helpful  and  intelli¬ 
gent  witness.  On  the  basis  of  Mr.  Olney’s 
testimony,  the  subcommittee  believed  that 
it  was  acting  in  accordance  with  the  position 
of  the  Department  of  Justice  when  it  recom¬ 
mended  that  section  304  be  stricken  from  the 
bill.  You  appear  to  take  a  different  attitude 
toward  section  304. 


e. 


After  rereading  Mr.  Olney’s  testimony  mq£t 
carefully,  I  agree  with  your  statement  that 
“the  views  of  the  Department  are  cleapfy  as¬ 
certainable.”  I  believe  that  the  subcommit¬ 
tee  correctly  interpreted  those  view's  as  ex¬ 
pressed  by  Mr.  Olney  on  May  10.  Since  this  is 
so,  I  would  appreciate  answers  from  you  to 
the  following  questions: 

1.  You  assert  that  in  the  view  of  the  De¬ 
partment  of  Justice,  sectioiy610  of  title  18  is 
constitutional;  Mr.  Olney  sfiid  that  the  status 
of  this  section  “is  most  obscure”  (p.  211). 
Which  of  these  two  attitudes  may  I  now  ac¬ 
cept  as  being  representatives  of  the  Justice 
Department? 

2.  You  state  that  prosecution  under  section 
610  may  be  had  in  proper  cases;  Mr.  Olney 
asserted  that  prosecution  under  this  section 
is  “almost  impossible,  and  certainly  imprac¬ 
tical”  (p.  210).  Which  of  these  two  atti¬ 
tudes  may  be  considered  accurate? 

3.  You,  assert  that  section  304  of  the  orig¬ 
inal  bill  would  “definitely  strengthen”  the 
position  of  the  Government  to  prosecute  vio¬ 
lators  of  the  election  laws;  Mr.  Olney  asserted 
thgt  enactment  of  section  304  might  increase 
the  difficulty  of  prosecution.  Which  posi- 

/tion  may  we  now  regard  as  authoratative? 

4.  In  view  of  the  fact  that  Mr.  Olney  was 
referred  to  the  subcommittee  as  the  repre¬ 
sentative  of  the  Department  of  Justice  in 
“the  best  position”  to  testify  on  this  bill,  why 
is  it  that  the  position  of  the  Department  of 
Justice,  as  expressed  by  him  on  May  10,  dif¬ 
fers  from  the  position  of  the  Department  of 
Justice  as  expressed  by  you  on  June  23? 

5.  A  copy  of  the  transcript  of  Mr.  Olney’s 
testimony  was  sent  to  your  Department 
within  a  few  days  after  he  appeared  before 
the  subcommittee.  Why  did  you  wait  for 
more  than  6  weeks  before  you  advised  the 
Committee  on  Rules  and  Administration,  in 
effect,  that  the  statements  of  Mr.  Olney  evi¬ 
dently  differed  from  your  views  concerning 
this  matter? 

I  am  sorry  that  this  situation  has  arisen. 
I  call  to  your  attention  the  fact  that  I  per¬ 
sonally  addressed  three  letters  to  you  asking 
that  you  appear  in  person  and  aid  the  sub¬ 
committee.  I  did  this  because  I  was  aware 
of  the  significant  questions  on  which  we 
needed  advice  and  counsel  from  the  Justice 
Department.  Evidently,  you  were  not  in¬ 
clined  to  appear  for  some  reason  or  reasons 
of  which  I  had  no  knowledge  since  you  at  no 
time  communicated  with  me.  We,  of  course, 
wanted  your  views,  Mr.  Attorney  General, 
not  the  views  of  a  subordinate  which  you 
now  have  chosen  to  interpret  and  clarify. 

I  trust  that  I  will  hear  from  you  soon. 

Sincerely  yours, 

Thomas  C.  Hennings,  Jr., 


\ 


United  States  Senator. 


Office  of  the  Attorney  General, 

Washington,  D.  C.,  June  23,  1955. 
Hon.  Theodore  Francis  Green, 

Chairman,  Committee  on  Riiles  and  Ad¬ 
ministration,  United  States  Senate, 
Washington,  D.  C. 

Dear  Senator  Green  :  We  have  reviewed  the 
report  of  the-  Subcommittee  on  Privileges 
and  Elections  find  there  are  certain  aspects 
which  we  would  like  to  call  to  your  attention 
in  order  that  thete  be  no  misunderstanding 
as  to  the  position  of,  the  Justice  Department. 

On  pages  13  and  14  of  the  report  pro¬ 
posed  amendments  to  section  610  of  title  18 
of  the  United  States  Code  are  discussed. 
These  amendments  are  set  forth  as  section 
304  in  the  original  Senate  bill  636,  which 
is  under  consideration  by  your  committee. 
The  subcommittee  recommends  that  section 
304  be  stricken  which  has  the  effect  of  elimi¬ 
nating  the  suggested  amendments  to  section 
610  of  title  18.  In  connection  witlj  this  rec¬ 
ommendation  the  report  of  the  subpommit- 
tee  states: 

“This  provision  of  S.  636  was  intended  to 
clarify  the  present  confused  status  of 'sec¬ 
tion  610  of  title  18  of  the  United  States 
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Co^e.  In  view  of  the  decision  of  the  Su¬ 
preme  Court  in  V.  S.  v.  Congress  of  Indus¬ 
trial  Organizations  (355  U.  S.  106  (1948)), 
the  present  status  of  section  610  is  not  clear. 
HoweverNthe  subcommittee  was  advised  by 
the  representative  of  the  Department  of  Jus¬ 
tice  that  section  304  of  S.  636  would  most 
probably  further  complicate  this  present 
status.  Therefore,  the  subcommittee  rec¬ 
ommends  that  Section  304  as  it  appears  in 
S.  636  be  strickeri\  and  that  section  305  of 
the  bill  be  renumbered  section  304.” 

The  Department  of-  Justice  representative 
who  testified  before  the  subcommittee  was 
Warren  Olney  III,  Assistant  Attorney  Gen¬ 
eral  in  charge  of  the  Criminal  Division.  Cer¬ 
tain  portions  of  Mr.  Olney ’^testimony  might 
support  the  interpretation  S^t  forth  above. 
However,  when  his  testimony  is  read  in  its 
entirety  we  believe  that  the  Views  of  the 
Department  are  clearly  ascertainable  and 
were  not  meant  to  carry  the  meaning  indi¬ 
cated  in  the  subcommittee  report.  Mr.  Ol¬ 
ney  pointed  out  the  difficulty  we  have  en¬ 
countered  with  court  interpretations  of  .  sec¬ 
tion  610,  particularly  as  pertains  to  a  pos¬ 
sible  conflict  of  that  section  with  the  first 
amendment.  However,  as  his  testimony  in¬ 
dicates,  the  constitutional  question  has 
never  been  passed  upon  squarely,  and  the 
position  of  the  Justice  Department  is  that 
section  610  is  constitutional  and  that  in 
proper  cases  prosecution  may  be  had  under 
this  section. 

In  order  to  clear  up  any  possible  misunder¬ 
standing  I  wish  to  set  forth  the  position  of 
the  Department  of  Justice  as  it  relates  to 
the  proposed  amendments.  The  amend¬ 
ments  to  section  610  would  definitely 
strengthen  the  position  of  the  Government 
to  prosecute  persons  and  organizations  who 
violate  the  election  laws,  but  who  have  been 
able  to  take  advantage  of  certain  loopholes 
in  existing  law.  Although  the  Department 
recognizes  there  are  problems  of  constitu¬ 
tional  law  still  unanswered,  nevertheless, 
inclusion  of  the  amendments  to  section  610 
of  title  18  would  not  complicate  enforcement 
under  the  law. 

The  Department  of  Justice,  therefore, 
takes  the  position  that  in  consideration  of 
this  bill  the  amendments  proposed  to  sec¬ 
tion  610  should  be  retained. 

Sincerely, 

Herbert  Brownell,  Jr., 

Attorney  General. 


FAIR  LABOR  STANDARDS  ACT  OF 
1938— CONFERENCE  REPORT 

Mr.  DOUGLAS.  Mr.  President,  I  sub¬ 
mit  a  report  of  the  committee  of  con¬ 
ference  on  the  disagreeing  votes  of  the 
two  Houses  on  the  amendment  of  the 
House  to  the  bill  (S.  2168)  to  amend  the 
Fair  Labor  Standards  Act  of  1938,  in 
order  to  increase  the  national  minimum 
wage,  and  for  other  purposes.  I  ask 
unanimous  consent  for  the  present  con¬ 
sideration  of  the  report. 

The  PRESIDING  OFFICER.  The  re¬ 
port  will  be  read  for  the  information  of 
the  Senate. 

The  legislative  clerk  read  the  report. 

(For  conference  report,  see  House  pro¬ 
ceedings  of  July  28,  1955,  p.  10320,  Con¬ 
gressional  Record.) 

The  PRESIDING  OFFICER.  Is  there 
objection  to  the  present  consideration 
of  the  report? 

There  being  no  objection,  the  Senate 
proceeded  to  consider  the  report. 

Mr.  DOUGLAS.  Mr.  President - 


RETIREMENT  OF  GOVERNMENT 
CAPITAL  IN  CERTAIN  INSTITU¬ 
TIONS  UNDER  SUPERVISION  OF 
THE  FARM  CREDIT  ADMINISTRA¬ 
TION 

Mr.  CLEMENTS.  Mr.  President,  I 
move  that  the  Senate  proceed  to  the 
consideration  of  Calendar  No.  1216, 
II.  R.  5168. 

The  PRESIDING  OFFICER.  The 
Secretary  will  state  the  bill  by  title  for 
the  information  of  the  Senate. 

The  Chief  Clerk.  A  bill  (H.  R.  5168) 
to  provide  for  retirement  of  the  govern¬ 
ment  capital  in  certain  institutions  op¬ 
erating  under  the  supervision  of  the 
Farm  Credit  Administration;  to  increase 
borrower  participation  in  the  manage¬ 
ment  and  control  of  the  Federal  Farm 
Credit  System;  and  for  other  purposes. 

The  PRESIDING  OFFICER.  The 
question  is  on  agreeing  to  the  motion 
of  the  Senator  from  Kentucky. 

The  motion  was  agreed  to;  and  the 
Senate  proceeded  to  consider  the  bill, 
which  had  been  reported  from  the  Com¬ 
mittee  on  Agriculture  and  Forestry  with 
an  amendment. 


The  PRESIDING  OFFICER.  Thg 
question  is  on  agreeing  to  the  confer¬ 
ence  report.  / 

Mr.  DOUGLAS.  Would  the  Senate 
like  t6  have  me  make  a  statement  on 
the  coriference  report?  / 

Several, Senators.  Vote!  Vote!  Vote! 
Mr.  KUCHEL.  Mr.  President,  I  won¬ 
der  whether1  the  Senator  ytfould  make  a 
very  few  brief\remarks  oh  what  we  are 
voting?  \  / 

Mr.  DOUGLAS.  I/' was  ready  to  do 
that  when  the  cry'  for  action  on  the  bill 
came. 

Both  Houses  ^Jfave  "agreed  to  an  in¬ 
crease  in  the  rninimum  wage  from  75 
cents  to  $1.  The  Senate'eet  the  date  of 
the  increase"  for  the  1st  of  January 
1956.  The  House  set  the  d^te  for  the 
1st  of  L^arch.  We  have  accepted  the 
House  Provision.  \ 

Thy'major  difference  between  the  two 
bills/concerned  the  method  by  which  the 
minimum  wage  should  be  handled  in 
ierto  Rico  and  the  Virgin  Islands.  The 
Senate  bill  prescribed  a  percentage  in¬ 
crease  within  a  year  for  Puerto  Rico  and  \ 
the  Virgin  Islands  equal  to  the  percent¬ 
age  increase  for  the  mainland,  namely, 
one-third,  with  the  proviso  that  after  2 
years  the  absolute  increase  in  Puerto 
Rico  and  the  Virgin  Islands  would  be 
the  same  as  the  increase  on  the  main¬ 
land,  namely,  25  cents  an  hour. 

The  House  made  no  provision  for  Puer¬ 
to  Rico,  and  therefore  continued  the 
existing  industry  committee  system,  with 
a  review  by  the  Secretary  of  Labor.  In 
the  main,  we  have  adopted  the  House 
proposal.  In  other  words,  we  have  given 
up  the  idea  of  a  mandatory  statutory  in¬ 
crease  in  wages  for  Puerto  Rico.  How¬ 
ever,  we  have  stiffened  the  committee 
procedure  for  Puerto  Rico,  with  the  pro¬ 
viso  that  there  shall  be  an  annual  review 
of  the  wages  and  that  the  recommenda¬ 
tions  of  the  committee  are  to  go  into 
effect  after  15  days,  instead  of,  as  at  pres¬ 
ent,  being  subject  to  a  second  hearing 
before  the  Secretary  of  Labor,  with  the 
Secretary  of  Labor  being  given  the  power 
of  veto. 

I  still  believe  it  would  have  been  better 
to  have  had  a  mandatory  increase  of 


some  degree  for  Puerto  Rico,  in  order, 
lessen  the  differential  in  wages  between 
the  mainland  and  that  island,  and  1 
tect  American  industry  and  Aiprerican 
labor. 

However,  the  House  conferees  were 
adamant.  In  order  to  get  any  bill  at  all, 
we  conceded.  Only  the  future  can  tell 
the  degree  to  which  the.Department  of 
Labor  and  the  government  of  Puerto 
Rico  will  provide  pi^itection  for  their 
workers. 

Several  Senator^  Vote!  Vote! 

The  PRESIDING  OFFICER.  The 
question  is  on  a^i’eeing  to  the  conference 
report. 

Mr.  DOUGLAS.  Mr.  President,  I  ask 
unanimous'consent  that  there  be  printed 
in  the  Record,  at  this  point  a  further 
statempfit  which  I  have  prepared  on  the 
conference  report. 

There  being  no  objection,  the  state¬ 
ment  was  ordered  to  be  printed  in  the 
ncoRD,  as  follows; 

Further  Statement  by  Senator  Douglas  on 

Conference  Committee  Minimum  Wage 

Bill 

In  addition  to  the  brief  explanation  of 
provisions  of  the  minimum-wage  bill  (S. 
2168)  agreed  to  by  the  conference  commit¬ 
tee  which  I  have  already  given  to  the  Senate, 
there  are  one  or  two  points  that  I  would  like 
to  discuss  in  somewhat  greater  detail. 

One  of  these  points  concerns  the  problem 
of  the  rates  for  learners  under  section  14  of 
the  Fair  Labor  Standards  Act.  The  confer¬ 
ence  report  does  not  deal  with  this  problem. 
However,  as  stated  in  the  report  of  the  Com¬ 
mittee  on  Labor  and  Public  Welfare  which 
recognized  this  problem,  in  the  light  of  the 
increase  in  the  minimum  wage  from  75  cents 
an  hour  to  $1  an  hour,  the  Secretary  of  Labor 
and  the  Administrator  of  the  Wage  and  Hour 
and  Public  Contracts  Division  should  reex¬ 
amine  existing  regulations  with  respect  to 
the  setting  of  minimum-wage  rates  for 
learners.  Insofar  as  these  regulations  will 
no  longer  be  appropriate  to  the  new  condi¬ 
tions  which  will  result  from  the  increase  in 
the  minimum  wage,  it  will  undoubtedly  be 
necessary  to  revise  these  regulations  to  meet 
the  new  conditions,  to  safeguard  the  new 
minimum  wage  and  to  prevent  its  evasion  or 
avoidance. 

Another  point  which  requires  more  de¬ 


railed  discussion  is  the  action  of  the  confer¬ 
ence  committee  on  the  problem  of  the  mini¬ 
mum-wage  rates  prescribed  under  the  act 
for  employees  in  Puerto  Rico  and  the  Virgin 
Island^.  While  the  conferees  did  not  accept 
the  provision  of  the  Senate  bill  for  automatic 
statutory-increases  in  the  existing  rates  in 
these  islands,  they  endorsed  the  second  basic 
principle  of  the  Senate  bill  in  connection 
with  the  fixing  of  these  rates,  namely,  the 
need  for  greater  expedition  and  dispatch  in 
the  raising  of  mihjmum-wage  rates  in  Puerto 
Rico  and  the  Vii-gin  Islands  through  the 
medium  of  special  Industry  committee  pro¬ 
cedures.  \ 

Thus,  section  4  of  t£ie  conference  com¬ 
mittee  bill  requires  that 
wage  rate  for  employees  i 
the  Virgin  Islands  fixed  in 
section  8  of  the  act  shall 
an  industry  committee  at  least  once  each 
fiscal  year.  This  provision  should  prevent 
in  the  future  the  condition  which,  has  pre¬ 
vailed  in  the  past,  of  rates  beingv  allowed 
to  continue  in  effect  for  a  number  of  years 
without  being  reviewed  by  an  industry 
committee  for  the  purpose  of  determining 
whether  it  should  not  be  adjusted  upward 
in  accordance  with  the  requirements  and 
objective  of  the  act.  Of  course,  it  will  be 
incumbent  on  the  Appropriations  Commit- 


each  minimum 
Puerto  Rico  and 
ccordance  with 
reviewed  by 
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NS.  1894,  International  Finance  Corp*;  S»  89 0,  water  pollution;  and  possibly 
2237,  flammable  fabrics.  He  said  there  would  not  be  another  call  of  the 
^sent  Calendar*  The  Speaker  said  no  bill  will  be  considered  Mon*  wnich  has 
notXbeen  passed  by  the  Senate,  and  Rep,  Hart  in  agreed  with  this  posioion* 
(pp.\o671-2.)  A 


78. 


SENATE  -  July  30 

ACCOUNTING.  /Passed  without  amendment  H.  R.  7034,  which  authorizes  the  Comptrol¬ 
ler  General  ip  relieve  accourtableofficers  of  accountability  under  certain 
circumstances, ''.and  H,  R*  7035,  which  authorizes  the  Comptroller  General  to 
reimburse  disbursing  officers  under  certain  conditions  (pp.  10713-4) o  These 

now  be/sent  to  the  President,  For  provisions  of  bills,  see  Digest 
115 e  \  / 


/ 


79. 


*30  o 
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83. 


EXTENSION  u'ORK .  Pas sed  without  amendment  H,  J,  Res c  276,  to  authorize  the 
Texas  Hill  Country  Development  Foundation  to  convey  certain  land  to  Kerr 
County,  Tex,  (p.  10714) .\  This  measure  will  now  be  sent  to  the  President, 

\  / 

FIOOD  CONTROLs,  Passed  without  amendment  H.  R,  6066,  authorizing  modification 
of  the  project  for  flocd  protection  on  the  San  Joaquin  River  and  tributaries, 
Calif,  (p,  10714).  This  bill  yri.ll  now  be  /§ent  to  the  President, 

PROPERTY;  TAXATION,  Passed  with  amendment  H,  R.  6182,  to  amend  the  Federal 
Property  and  Administrative  Services  Act  so  as  to  make  temporary  provision  for 
payments  in  lieu  of  taxes  with  respect  to  certain  real  property  transferred  by 
RFC  to  other  Government  department s/tap.  10780-1). 

Passed  as  reported  Se  2591,  to  amend  the  Federal  Property  and  Administra¬ 
tive  Services  Act  so  as  to  provide  that  GSA  shall  exercise  the  authority 
vested  in  it  wit h  respect  to  the  utilization  and  disposal  of  all  excess  and 
surplus  property,  real  and  personal,  which  'is  under  the  control  of  any  execu¬ 
tive  agency,  without  regard  to  any  other  law,  except  that  this  provision  shall 
not  apply  to  any  executive /agency  in  connection  with  disposal  of  property 
under  its  control  when  such  disposal  is  made  as /specifically  authorized  by  law 
in  a  particular  manner,  ,to  a  particular  class  of 'persons,  or  for  particular 
program  purposes  (such/^ts  CCC  operations ) (p.  1071; 

RECORDS  PANAGEMSNT .  .Passed  as  reported  S,  2364,  to  amend  the  Federal  Property 
and  Administrative/ Services  Act  so  as  to  give  GSA  Additional  authority  over 
records— management  work  of  the  executive  departments  and  agencies  (p*  10713 ) « 

PERSONNEL.  Passed  ^'o.thout  amendment  H,  R,  6590,  to  prohibit  employment  by  the 
Government  op  persons  who  are  disloyal  or  who  participate  iri\or  assert  the 
right  to  strike  against  the  Government  (p.  10782),  This  bill  will  now  be  sent 
to  the  Prqbidente 

At  the  request  of  Sen.  Bible,  passed  over  S.  2628,  the  executive  pay  bill 
(p.  107J82)  * 


84.  FLAJIIABLE  FABRICS.  Passed  without  amendment  S,  1455,  to  amend  the  Flammable 
Fabrics  Act  so  as  to  exempt  scarves  which  do  not  ore  sent  an  unusual  hazard 
10788). 

IICE.  Passed  as  reported  S,  2511  (see  item  62  above )(p.  10717), 

u  FEES  AND  CHARGES.  S.  Res.  140,  relating  to  establislirnent  of  uniform  fees  and  \ 
charges  by  Government  agencies,  was  referred  to  the  Rules  and  Administration 
Committ  ee  ( p .  10713 ) • 


37, 


FARM  CREDIT.  Passed  as  reported  H.  R.  5168,  to  provide  for  retirement  of  Gov-  < 
ernment  capital  in  certain  institutions  opeaijated  under  supervision  of  FCA,  and 
to  increase  borrower  participation  in  the  management  and  control  of  the  Federal 
Farm  Credit  System  (pp.  10722-32).  Rejected,  9  to  SO,  a  Williams  amendment 
regarding  application  of  assets  on  liquidation  or  dissolution  of  banks  for 
cooperatives (pp.  10728-32 )0 


88  o 


This  bill  will  now  be 


89, 


90. 


WATER  COMPACT-  Concurred  in  the  House  amendments  to  S.  2260,  cons< 
compact  among  Ark.,  La.,  Okla.,  and  Text  for  an  apportinment  of  the  waj 
the  Red\River  and  its  tributaries  (p.  10735)' 

the  President  0 

MINING;  PUBLIC  LANDS.  Passed  with  amendment  H.  R.  6994,  to  provide  for  entry 
and  location,  on  discovery  of  a  valuable  source  material,  uporypublic  l&nds 
classified  as  or  known  to  be  valuable  for  coal,  etc*  (pp.  lC/7b2-4)o 

FOOD  AND  AGRICULTURE  ORGANIZATION.  Began  debate  on  S.  J.  R6s.  97,  to  increase 
the  limitation  on  the  U.  So  contribution  to  FAO  from  $2 ytillion  to  $3  million 
annually  (pp,  10792-6),.  Pending  is  an  Ellender  amendment  to  limit  U.  S.  in¬ 
creases  to  the  average  percentage  by  which  contributions  of  other  countries 

•~\  VI -i  /WI/\  «"1  rtrt  4  / 


are  increased. 


91. 


\ 


RECLAMATION.  Passed  with  out'v  amendment  H.  R*  46634  to  authorize  the  Trinity 
River  division.  Central  Valley  project,  Calif. /{pp.  10796-802),  This  bill 
will  now  be  sent  to  the  President. 

Sen.  Watkins  inserted  his  statement  and  various  exhibits  favoring  the 
proposed  upper  Colo.  River  project  (pp.  1Q699-7C5). 


HOUSING.  Received  a  report  by  the 
of  Federal  housing  programs  (S. 


Ba* 


92. 

93-  ADJOURNED  until  Mon.,  Aug.  1  (p.  ip&09). 


Rept, 


and  Currency  Committee  on  its  study 
'1281)  (p.  1068C). 


ITEM 


APPENDIX  -  July  30 


94' 


ROADS.  Extension  of 
program  (p®  A5642), 


remarks  of  Rep.  Mack,  Wash.\  favoring  the  President’s  r 


r 


BILLS  INTRODUCED  -  July  30 


95< 


"’HEAT  TARIFF.  H.  R*/7750,  by  Rep.  Bentley,  to  amend  the  Sariff  Act  to  apply 
the  same  duty  to  wheat  unfit  for  human  consumption  as  applies  to  all  other 
wheat;  to  Ways  add  Means  Committee  (p.  1C677). 


96.  PERSONNEL.  H.  R.  7760,  by  Rep.  Gubser,  to  provide  for  rates  of  pay  for  Federal 

_ _  _  f L  _  1 I ?  - 1 i  "1  .  *1  •  v  .  .  — . .  _ _ 


personnel  in  appropriate  relationship  to  local  prevailing  rates;  to  Post  Office 
ard  Civil  Service  Committee  (p.  10677 )0 


/ 


97*  FOOD  ADDITIVES.  H.  R.  7764,  by  Rep.  O’Hara,  Minn.,  to  prohibit  new  food  addi¬ 


tives  which  have  not  been  adequately  pretested  to  establish  their  s< 
Interstate  and  Foreign  Comnerce  Committee  (p,  10677). 


use 


IL  CONSERVATION.  H.  R«  7769,  by  Eel.  Farrington,  to  extend  the  Watershed,  and 
Flood  Prevention  Act  to  Alaska,  Hawaii,  and  Puerto  Ricoj  to  Agriculture  ConK 
mittee  (p.  10677). 


COTTON.  S.  2702,  by  Sen.  Thurmond  (for  himself  and  60  others),  to  encourage  the 
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portion  of  such  one  hundred  ninety-nine  and 
nine  Nhundred  and  fifty-nine  one-thou- 
sandthkacre  tract  of  land,  rights-of-way  for 
water  lin^s,  sewer  lines,  telephone  and  tele¬ 
graph  line^.  power  lines,  and  such  other 
utilities  whfeh  now  exist,  or  which  may  be¬ 
come  necessary  to  any  operations  of  the 
United  States  On  or  in  connection  with  the 
remaining  portion  of  said  one  hundred  nine¬ 
ty-nine  and  nine  hundred  and  fifty-nine  one- 
thousandths  acre  tract  of  land. 

Sec.  4.  The  conveyaiace  of  the  property  au¬ 
thorized  by  this  act  sMJi  be  upon  condition 
that  such  property  shall  be  used  for  train¬ 
ing  of  the  National  GuarS  and  the  Air  Na¬ 
tional  Guard  and  for  other  rnilitary  purposes, 
and  that  if  the  State  of  Texas  shall  cease  to 
use  the  property  so  conveyed\for  the  pur¬ 
poses  intended,  then  title  thermo  shall  im¬ 
mediately  revert  to  the  United  Spates,  and 
in  addition,  all  improvements  mafic  by  the 
State  of  Texas  during  its  occupancy  shall 
vest  in  the  United  States  without  payAgnt  of 
compensation  therefor. 

Sec.  5.  The  conveyance  of  the  property1^!- 
thorized  by  this  act  shall  be  upon  the  fur¬ 
ther  provision  that  whenever  the  Congress  _ 
of  the  United  States  declares  a  state  of ' 
war  or  other  national  emergency,  or  the 
President  declares  a  state  of  emergency,  and 
upon  the  determination  by  the  Secretary  of 
Defense  that  the  property  conveyed  under 
this  act  is  useful  or  necessary  for  military, 
air,  or  naval  purposes,  or  in  the  interest  of 
national  defense,  the  United  States  shall 
have  the  right,  without  obligation  to  make 
payment  of  any  kind,  to  reenter  upon  the 
property  and  use  the  same  or  any  part  there¬ 
of,  including  any  and  all  improvements  made 
thereon  by  the  State  of  Texas,  for  the  dura¬ 
tion  of  such  state  of  war  or  of  such  emer¬ 
gency.  Upon  the  termination  of  such  state 
of  war  or  of  such  emergency  plus  6  months 
such  property  shall  revert-  to  the  State  of 
Texas,  together  with  all  appurtenances  and 
utilities  belonging  or  appertaining  thereto. 

Sec.  6.  In  executing  the  deed  of  convey¬ 
ance  authorized  by  this  act,  the  Secretary  of 
of  the  Army  or  his  designee  shall  include 
specific  provisions  covering  the  reservations 
and  conditions  contained  in  sections  2,  3,  4, 
and  5  of  this  act. 

Sec.  7.  The  cost  of  any  surveys  necessary 
as  an  incident  to  the  conveyance  authorized 
herein  shall  be  borne  by  the  State  of  Texas. 

The  amendments  were  agreed  to. 

The  bill  was  ordered  to  be  engrossed 
for  a  third  reading,  read  the  third  time, 
and  passed. 


CONVEYANCE  OF  CERTAIN  PIK>P- 

ERTY  WITHIN  FORT  McCLE^LAN, 

ALA.,  TO  CITY  OF  ANNISTQ&,  ALA. 

The  bill  (H.  R.  46)  to  auttiorize  the 
conveyance  to  the  city  of  Anniston,  Ala., 
of  certain  real  property  wiVnin  Fort  Mc¬ 
Clellan,  Ala.,  was  announced  as  next  in 
order. 

The  PRESIDING  OJ^FICER.  Is  there 
objection  to  the  pre§«it  consideration  of 
the  bill? 

Mr.  MORSE.  Xlr.  President,  I  wish  to 
thank  the  authors  of  the  bill  for  provid¬ 
ing  the  requiranent  that  there  be  a  pay¬ 
ment  of  f>nr  market  value  for  the 
property. 

The  PRESIDING  OFFICER.  Is  there 
objection  to  the  present  consideration  of 
the  toll? 

lere  being  no  objection,  the  Senate 
patfceeded  to  consider  the  bill,  which  had 
reen  reported  from  the  Committee  on 
/'Armed  Services,  with  amendments,  on 
page  1,  line  3,  after  the  word  “au¬ 


thorized”,  to  strike  out  “after”  and  insert 
"if”;  and  in  line  10,  after  the  word  “for”, 
to  strike  out  “cemetery”  and  insert 
“municipal.” 

The  amendments  were  agreed  to. 

The  amendments  were  ordered  to  be 
engrossed,  and  the  bill  to  be  read  a  third 
time. 

The  bill  was  read  the  third  time  and 
passed. 

APPOINTMENT  OF  RESERVE  MID¬ 
SHIPMEN  IN  THE  NAVY 

The  Senate  proceeded  to  consider  the 
bill  (S.  1743)  to  authorize  the  appoint¬ 
ment  of  Reserve  midshipmen  in  the 
United  States  Navy,  and  for  other  pur¬ 
poses,  which  had  been  reported  from  the 
Committee  on  Armed  Services  with 
amendments,  on  page  2,  after  line  4,  to 
insert : 

Sec.  4.  Service  as  a  Reserve  midshipman 
shall  not  be  credited  in  the  computation 
kof  retired  pay  and  such  service  shall  not  be 
considered  as  service  in  a  reserve  compo¬ 
nent  for  the  purposes  of  section  4  (d)  (3)y 
of\he  Universal  Military  Training  and  Sen 
ice  Act  (62  Stat.  609) ,  as  amended  (50  U.  S/b. 
App.  4^4  (d)  (3)). 

And  kt  the  beginning  of  lineAl,  to 
change  t\e  section  number  frorn  “4”  to 
“5”,  so  asNto  make  the  bill  read: 

Be  it  enacted,  etc.,  That  section  220  of  the 
Armed  Forces  Reserve  Act  of  _/952  is  hereby 
amended  by  inerting  imipfediately  before 
the  period  at  the  ©nd  thereof  the  following: 
“and  in  the  grade  \f  midshipman.” 

Sec.  2.  Section  223  oftfte  Armed  Forces  Re¬ 
serve  Act  of  1952  is  hereby  amended  by  in¬ 
serting  immediately  Al tec  “officers”  the  fol¬ 
lowing:  “and  Reserve  midshipmen.” 

Sec.  3.  Subsection  (a)  orlsection  6  of  the 
Universal  Milita/y  Training  and  Service  Act 
is  hereby  amended  by  striking  ^ut  “midship¬ 
men,  Merchant  Marine  Reserve,  United  States 
Naval  Reserves”  and  inserting  inSieu  there¬ 
of:  “Reserve  midshipmen  (merchant  ma¬ 
rine)  ,  tinted  States  Navy.” 

Sec./4.  Service  as  a  Reserve  midslitoman 
shallynot  be  credited  in  the  computation  of 
retired  pay  and  such  service  shall  not\be 
considered  as  service  in  a  reserve  compV- 
ifent  for  the  purposes  of  section  4  (d)  (3p 
fol  the  Universal  Military  Training  and  Serv¬ 
ice  Act  (62  Stat.  609) ,  as  amended  (50  U.  S.  C. 
App.  454  (d)  (3) ). 

Sec.  5.  The  amendments  made  by  this  act 
shall  take  effect  as  of  January  1,  1953. 

The  amendments  were  agreed  to. 

The  bill  was  ordered  to  be  engrossed 
for  a  third  reading,  read  the  third  time, 
and  passed. 


be  appointed  as  Reserve  Officers,  was  an¬ 
nounced  as  next  in  order. 

The  PRESIDING  OFFICER.  Is  there 
objection  to  the  present  consideration  of 
the  bill? 

Mr.  PURTELL.  Mr.  President,  reserv¬ 
ing  the  right  to  object,  and  I  shall  not 
object,  I  think  it  is  a  unh^ue  piece  of 
legislation,  because  it  csnls  for  equal 
rights  for  men.  I  haveyno  objection  to 
the  bill. 

There  being  no  Objection,  the  bill 
<H.  R.  2559)  was  considered,  ordered  to 
a  third  reading,  yfead  the  third  time, 
and  passed. 

INCREASE  AN  ANNUITIES  OF  CER¬ 
TAIN  RETIRED  CIVILIAN  MEM¬ 
BERS/-  OF  TEACHING  STAFFS, 
UNI^fTD  STATES  NAVAL  ACAD¬ 
EMY  AND  NAVY  POSTGRADUATE 
HOOL 

/'The  bill  (H.  R.  4672)  to  increase  the 
mnuties  of  certain  retired  civilian  mem¬ 
bers  of  the  teaching  staffs  of  the  United 
States  Naval  Academy  and  the  United 
States  Naval  Postgraduate  School  was 
considered,  ordered  to  a  third  reading, 
read  the  third  time,  was  passed. 


INCREASE  IN  COMPENSATION  OF 
ACADEMIC  DEAN  OF  UNITED 
STATES  NAVAL  POSTGRADUATE 
SCHOOL 

The  bill  (H.  R.  2149)  to  increase  the 
annual  compensation  of  the  Academic 
Dean  of  the  United  States  Naval  Post¬ 
graduate  School  was  considered,  ordered 
to  a  third  reading,  read  the  third  time, 
and  passed. 


APPOINTMENT  OF  MALE  NURSES 
AND  MEDICAL  SPECIALISTS  AS 
RESERVE  OFFICERS 
The  bill  (H.  R.  2559)  to  authorize 
male  nurses  and  medical  specialists  to 


BILLS  PASSED  OVER 

The  bill  (H.  R.  5614)  to  amend  the 
Communications  Act  of  1934  in  regard 
to  protests  of  grants  of  instruments  of 
authorization  without  hearing,  was  an¬ 
nounced  as  next  in  order. 

Mr.  BIBLE.  Over. 

The  PRESIDING  OFFICER.  The  bill 
will  go  over. 

The  bill  (H.  R.  6645)  to  amend  the 
Natural  Gas  Act,  as  amended,  was  an¬ 
nounced  as  next  in  order. 

Mr.  BIBLE.  Over. 

The  PRESIDING  OFFICER.  The  bill 
will  go  over. 

Mr.  BIBLE.  Mr.  President,  I  move 
that  the  calendar  call  be  suspended. 

The  PRESIDING  OFFICER.  Does  the 
Senator  desire  to  have  that  order  apply 
^to  the  measures  which  were  placed  at 
re  foot  of  the  calendar? 

Ir.  BIBLE.  My  impression  was  that 
witkrespect  to  the  two  bills  which  went 
to  tne  foot  of  the  calendar,  we  were 
waitink  for  House  bills  to  come  from  the 
House  ai  Representatives,  so  that  they 
could  be  substituted  for  the  Senate  bills. 
Since  theyNaave  not  yet  arrived - 

The  PRESIDING  OFFICER.  The 
Chair  wishes  tb  inform  the  Senator  that 
one  Senate  res^ution  went  to  the  foot 
of  the  calendar. 

Mr.  CLEMENTSlS,  Mr.  President,  will 
the  Chair  state  the  number  of  the  reso¬ 
lution  to  which  he  hks  referred? 

The  PRESIDING  OFFICER.  Calen¬ 
dar  No.  1218,  Senate  Resolution  142,  to 
confer  certain  jurisdiction  upon  the 
Court  of  Claims. 

Mr.  CLEMENTS.  Mr.  Pres'ident,  it  is 
my  impression  that  the  Senator  from 
Connecticut  asked  that  Calencr&r  No. 
1218,  Senate  Resolution  142,  go  the 
foot  of  the  calendar. 

Mr.  KNOWLAND.  Mr.  President, \if 
the  Senator  will  yield,  I  should  like  ts 
say  that  I  had  suggested  that  the  reso- 
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lutW  go  to  the  foot  of  the  calendar, 
and  \ meant  the  complete  foot  of  the 
calendar,  so  we  would  have  a  chance  to 
study  tH'e  report,  which  has  just  been 
made  available. 

Mr.  CLEMENTS.  Mr.  President,  I 
move  that  further  call  of  the  calendar 
be  suspended  in?til  later  in  the  day. 

Mr.  CASE  ofx  South  Dakota.  Mr. 
President,  will  theWting  majority  leader 
withhold  his  motion? 

Mr.  CLEMENTS.  X  withhold  my  mo¬ 
tion.  \ 

Mr.  PURTELL.  Mr.\President,  will 
the  Senator  from  South  Dakota  yield  so 
that  I  may  make  an  inquiry? 

Mr.  CASE  of  South  Dakota.  Mr. 
President,  I  do  not  have  the  floor. 

Mr.  CLEMENTS.  Mr.  President,  with 
the  consent  of  the  Senator  from  South 
Dakota,  I  yield  to  the  Senator  'from 
Connecticut.  \ 

Mr.  PURTELL.  Mr.  President,  I  rise 
to  inquire  which  measures  have  gone  to 


that  further  proceedings  under  the 
unanimous-consent  agreement  for  the 
call  of  the  calendar  be  suspended,  and 
that  the  three  bills  which  went  to  the 
foot  of  the  calendar  be  included  in  the 
next  call  of  the  calendar. 

Mr.  CLEMENTS.  That  is  correct. 

Mr.  President,  I  should  like  to  state 
that  it  is  the  intention  of  the  acting  ma¬ 
jority  leader  to  move  that  the  Senate 
return  to  the  calendar  at  the  earliest 
possible  time.  Of  course,  that  will  be 
contingent  upon  the  reports  being 
printed  and  being  made  available  to  the 
Members  of  the  Senate,  and  in  time  for 
the  calendar  committees  to  study  them. 

The  PRESIDING  OFFICER.  The 
question  is  on  agreeing  to  the  motion  of 
the  Senator  from  Kentucky. 

The  motion  was  agreed  to. 


MESSAGE  FROM  THE  HOUSE 

A  message  from  the  House  of  Repre- 
the  foot  of  the  calendar,  so  the  Record  \sentatives  by  Mr.  Bartlett,  one  of  its 
may  be  clear.  "  ’  J  ^ 


Mr.  CLEMENTS.  Mr.  President,  I  ask 
the  Chair  to  state  the  measures  which 
have  gone  to  the  foot  of  the  calendar. 

The  PRESIDING  OFFICER.  The  fol¬ 
lowing  measures  have  gone  to  the  foot 
of  the  calendar:  Calendar  No.  1213, 
S.  2671,  to  authorize  the  Atomic  Energy 
Commission  to  pay  the  salary  of  a  Com¬ 
missioner  during  the  recess  of  the  Sen¬ 
ate,  and  for  other  purposes;  Calendar 
No.  1218,  Senate  Resolution  142,  to  confer 
jurisdiction  upon  the  Court  of  Claims  to 
hear,  determine,  and  render  judgment 
upon  the  claim  of  Joseph  H.  Lym,  doing 
business  as  Lym  Engineering  Co.;  and 
Calendar  No.  1219,  S.  1455,  to  amend  the 
Flammable  Fabrics  Act  to  exempt  from 
its  application  scarves  which  do  not  pre¬ 
sent  an  unusual  hazard. 

Mr.  CLEMENTS.  Mr.  President,  am  I 
correct  in  my  understanding  that  those 
measures  will  be  considered  as  other 
measures  on  the  calendar  are  considered 
this  afternoon  if  a  motion  is  made  that 
there  be  a  call  of  the  calendar? 

The  PRESIDING  OFFICER.  If  there 
should  be  a  further  call  of  the  calendar. 

The  Chair  wishes  to  state  that  tire 
Senator  from  Kentucky  has  the  floor. 
He  has  yielded  to  the  Senator  from 
South  Dakota.  Does  he  yield  Turther 
so  that  an  inquiry  may  be  made? 

Mr.  CLEMENTS.  I  yield.  . 

Mr.  CASE  of  South  Dakota.  Mr. 
President,  if  I  may  make  my  inquiry, 
it  may  simplify  the  situation.  I  desired 
to  ask  what  had  happened  to  Calendar 
No.  1209,  H.  R.  6417/which  had  to  do 
with  the  Arkansas-Mississippi  Bridge 
Commission. 

The  PRESIDING  OFFICER.  Calen¬ 
dar  No.  1209,  H.  R.  6417,  was  passed. 

Mr.  CASE  of  South  Dakota.  Mr. 
President,  after  making  that  statement, 
I  wish  to,  say  that  of  course  I  have  no 
objection  to  the  passage  of  House  bill 
6417;  and  I  shall  not  press  the  inter¬ 
state,  highway  amendment  to  that  bill  or 
to  grfiy  other  bill  at  this  session. 

Ir.  CLEMENTS.  Mr.  President,  may 
some  action  be  taken  on  the  pending 
motion? 

The  PRESIDING  OFFICER  (Mr. 
Payne  in  the  chair).  It  has  been  moved 


clerks,  announced  that  the  House  had 
passed  the  bill  (S.  2260)  granting  tile 
conduit  of  Congress  to  the  States  of.Ar- 
kansaq,  Louisiana,  Oklahoma,  and  Texas 
to  negotiate  and  enter  into  a  compact 
relating  sto  their  interests  in,  ,  and  the 
apportionment  of,  the  waters  of  the  Red 
River  and  its  tributaries,  w-ith  amend¬ 
ments,  in  which  it  requested  the  concur¬ 
rence  of  the  Sbnate. 


The  message  algo  announced  that  the 


House  had  agreed\to/the  report  of  the 
committee  of  conference  on  the  dis¬ 
agreeing  votes  of  the 'two  Houses  on  the 
amendment  of  the  Hoii§e  to  the  bill  (S. 
2168)  to  amend  the  Fans,  Labor  Stand¬ 
ards  Act  of  1938  in  order  tq  increase  the 
national  minimum  wage,  ah,d  for  other 
purposes.  / 

The  message  further  announced  that 
the  House  had  agreed  to  the  report  of 
the  committee  of  conference  on  the  dis¬ 
agreeing  votes  of  the  two  Houses  orK  the 
amendment  of  the  Senate  to  the  b^ll 
(H.  R.  4249)  for  the  relief  of  Orrin  X 
Bishop. 

The  message  also  announced  that  the 
House  had  agreed  to  the  report  of  the 
committee  of  conference  on  the  dis¬ 
agreeing  votes  of  the  two  Houses  on  the 
amendment  of  the  Senate  to  the  bill 
(H.  R.  5078)  for  the  relief  of  the  estate 
of  Victor  Helfenbein. 

The  message  further  announced  that 
the  House  had  agreed  to  the  amendment 
of  the  Senate  to  the  bill  (H.  R.  6232)  to 
include  as  Spanish-American  War  serv¬ 
ice  under  laws  administered  by  the 
Veterans’  Administration  certain  service 
rendered  by  Stephen  Swan  Ogletree 
during  the  Spanish-American  War. 

The  message  also  announced  that  the 
House  had  agreed  to  the  report  of  the 
committee  of  conference  on  the  disagree¬ 
ing  votes  of  the  two  Houses  on  the 
amendments  of  the  Senate  to  the  bill 
(H.  R.  7278)  making  supplemental  ap¬ 
propriations  for  the  fiscal  year  ending 
June  30,  1956,  and  for  other  purposes; 
that  the  House  receded  from  its  disagree¬ 
ment  to  the  amendments  of  the  Senate 
numbered  2,  19,  20,  28,  29,  34,  37,  38,  39, 
40,  41,  43,  48,  49,  50,  58,  59,  61,  64.  78, 
80,  82,  83,  85,  86,  88,  89,  92,  95,  98,  117, 
127,  128,  131,  142,  and  143  to  the  bill, 


and  concurred  therein;  that  the  Hodse 
receded  from  its  disagreement  to ' the 
amendments  of  the  Senate  numbered  3, 
22,  23,  25,  27,  31,  33,  35.  56,  75/76,  84, 
93,  104,  109,  116,  and  123  to  th/bill,  and 
concurred  therein,  severally  with  an 
amendment,  in  which  it  l/quested  the 
concurrence  of  the  Senate:  and  that  the 
House  insisted  on  its  disagreement  to  the 
amendment  of  the  Sepate  numbered  62. 

The  message  further  announced  that 
the  House  had  pass/d  the  following  bills, 
in  which  it  requested  the  concurrence  of 
the  Senate: 

H.  R.  6102.  An/act  to  change  the  name  of 
Garza-Little  Elm  Dam,  located  in  Denton 
County,  Tex./ to  Lewisville  Dam; 

H.  R.  6182;  An  act  to  amend  the  Federal 
Property  and  Administrative  Services  Act  of 
1949  to  Aaake  temporary  provision  for  mak¬ 
ing  payments  in  lieu  of  taxes  with  respect 
to  cettain  real  property  transferred  by  the 
Reconstruction  Finance  Corporation  and  its 
subsidiaries  to  other  Government  depart¬ 
ments; 

H.  R.  7195.  An  act  to  provide  for  adjust¬ 
ments  in  the  lands  or  interests  therein  ac¬ 
quired  for  reservoir  projects  in  Texas,  by  the 
reconveyance  of  certain  lands  or  interests 
therein  to  the  former  owners  thereof; 

H.  R.  7227.  An  act  to  amend  further  the 
Federal  Property  and  Administrative  Services 
Act  of  1949,  as  amended,  to  authorize  the 
disposal  of  surplus  property  for  civil  defense 
purposes,  to  provide  that  certain  Federal 
surplus  property  be  disposed  of  to  State  and 
local  civil  defense  organizations  which  are 
established  by  or  pursuant  to  State  law,  and 
for  other  purposes;  and 

H.  R.  7684.  An  act  to  authorize  the  Atomic 
Energy  Commission  to  pay  the  salary  of  a 
Commissioner  during  the  recess  of  the  Sen¬ 
ate,  and  for  other  purposes. 


The  following  bills  were  severally  read 
twice  by  their  titles  and  referred,  or 
placed  on  the  calendar,  as  indicated: 

H.  R.  6102.  An  act  to  change  the  name  of 
Garza-Little  Elm  Dam,  located  in  Denton 
County,  Tex.,  to  Lewisville  Dam;  and 

H.  R.  7195.  An  act  to  provide  for  adjust- 
\ments  in  the  lands  or  interests  therein  ac- 
'quired  for  reservoir  projects  in  Texas,  by  the 
reconveyance  of  certain  lands  or  interests 
therein  to  the  former  owners  thereof;  to  the 
Committee  on  Public  Works. 

H.  R\6182.  An  act  to  amend  the  Federal 
Property.and  Administrative  Services  Act  of 
1949  to  make  temporary  provision  for  mak¬ 
ing  payments  in  lieu  of  taxes  with  respect  to 
certain  real  property  transferred  by  the  Re¬ 
construction  Xinance  Corporation  and  its 
subsidiaries  toother  Government  depart¬ 
ments;  placed  on\the  calendar. 

H.  R.  7227.  An  a&t  to  amend  further  the 
Federal  Property  anq  Administrative  Serv¬ 
ices  Act  of  1949,  as  amended,  to  authorize  the 
disposal  of  surplus  property  for  civil-defense 
purposes,  to  provide  that\ertain  Federal  sur¬ 
plus  property  be  disposeckof  to  State  and 
local  civil-defense  organizations  which  are 
established  by  or  pursuant 
for  other  purposes;  to  the 
Government  Operations. 


RETIREMENT  OF  GOVERNMENT 
CAPITAL  IN  CERTAIN  INSTITU¬ 
TIONS  UNDER  SUPERVISION  OF 
THE  FARM  CREDIT  ADMINISTRA¬ 
TION 


( 


HOUSE  BILLS  REFERRED  OR  PLACED 
ON  THE  CALENDAR 


( 


tate  law,  and 
mittee  on 


Mr.  CLEMENTS.  Mr.  President,  I 
move  that  the  Senate  resume  the  consid- 
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eration  of  Calendar  No.  1216,  House  bill 
5168. 

The  motion  was  agreed  to;  and  the 
Senate  resumed  the  consideration  of  the 
bill  (H.  R.  5168)  to  provide  for  retirement 
of  the  Government  capital  in  certain  in¬ 
stitutions  operating  under  the  supervi¬ 
sion  of  the  Farm  Credit  Administration; 
to  increase  borrower  participation  in  the 
management  and  control  of  the  Fed¬ 
eral  Farm  Credit  System;  and  for  other 
purposes,  which  had  been  reported  from 
the  Committee  on  Agriculture  and  For¬ 
estry,  with  an  amendment,  on  page  12, 
line  9,  after  the  word  “allocated,”  to 
insert  a  colon  and  ‘‘Provided,  That  any 
surplus  and  contingency  reserves  shown 
on  the  books  of  the  banks  as  of  the  ef¬ 
fective  date  of  title  I  of  the  Farm  Credit 
Act  of  1955  shall  not  be  distributed  as 
patronage  refunds.” 

Mr.  HOLLAND.  Mr.  President,  I  sug¬ 
gest  the  absence  of  a  quorum. 

The  PRESIDING  OFFICER.  The 
clerk  will  call  the  roll. 

The  Chief  Clerk  proceeded  to  call  the 
roll. 

Mr.  HOLLAND.  Mr.  President,  I  ask 
unanimous  consent  that  the  order  for 
the  quorum  call  be  rescinded. 

The  PRESIDING  OFFICER.  With¬ 
out  objection,  it  is  so  ordered. 

Mr.  HOLLAND.  Mr.  President,  I 
would  appreciate  the  attention  of  the 
distinguished  Senator  from  Delaware 
[Mr.  Williams],  who,  I  understand, 
wishes  to  be  heard  in  opposition  to  the 
pending  bill. 

House  bill  5168,  nowT  pending,  and  a 
companion  Senate  bill,  Senate  bill  1286, 
were  introduced  to  carry  out  the  recom¬ 
mendations  of  the  Federal  Farm  Credit 
Board  which  were  made  by  it  in  response 
to  the  direction  of  Congress  contained 
in  section  2  of  the  Farm  Credit  Act  of 
1953. 

The  purpose  of  the  bill  is  to  increase 
borrower  participation  in  the  ownership, 
management,  and  control  of  the  Federal 
Farm  Credit  System,  and  to  allow  for 
the  retirement  of  the  Government  capi¬ 
tal  in  that  system.  As  recommended 
by  the  Farm  Credit  Board,  the  bill  pro¬ 
vides  for  the  retirement  of  Government 
capital  in  the  banks  for  cooperatives. 

The  Senate  will  recall  that  when  Con¬ 
gress  passed  the  1953  act  one  of  the  first 
mandates  which  was  imposed  upon  the 
new  Board  which  was  established  under 
the  terms  of  the  act — 12  of  whose  mem¬ 
ber's  were  to  come  from  the  areas  served 
by  the  entire  credit  system  and  to  be  ap¬ 
pointed  by  the  President,  presumably 
from  nominations  made  from  the  groups 
of  borrowers — was  that  the  Board  should 
speedily  consider  recommending  to  the 
Congress  a  workable  program  for  the 
retirement  of  Government  capital  in  the 
various  institutions  which  comprise  the 
Federal  Farm  Credit  System,  and  the 
taking  over  of  the  control  of  that  system 
and  its  component  parts  as  speedily  as 
possible,  and  as  largely  as  possible,  by 
representatives  of  the  borrowers  them¬ 
selves,  that  is,  representatives  either  of 
individual  farmers,  in  some  cases,  or  of 
cooperative  associations  in  other  cases. 

This  recommendation  has  come  back 
to  Congress.  It  has  been  acted  upon 
by  the  House.  The  Senate  committee 


has  reported  the  House  bill,  which  is 
now  before  the  Senate  for  action. 

Under  the  provisions  of  the  bill  as  re¬ 
ported  by  the  Senate  committee,  the 
surplus  and  reserves  of  the  banks  for 
cooperatives  as  of  the  date  of  enactment 
of  this  bill  would  be  left  with  the  banks; 
and  the  committee  amendment  makes 
it  perfectly  clear  that  they  could  not 
be  used  for  the  payment  of  patronage 
refunds.  In  other  words,  the  surpluses 
should  be  available  on  a  continuing  basis 
as  a  cushion  against  losses,  if  there 
should  be  losses. 

The  committee  report  also  makes  it 
perfectly  clear  that  interest  rates  shall 
be  established  on  such  a  basis  as  to  con¬ 
tinue  the  operations  on  a  satisfactory  and 
profit-making  basis,  rather  than  to  draw 
down  the  amount  of  the  surplus.  A  pro¬ 
vision  under  which  the  Government 
would  have  retained  an  interest  in  these 
surpluses  and  reserves  upon  liquidation, 
even  after  the  Government  investment 
in  the  banks  had  been  completely  re¬ 
tired,  was  eliminated  by  the  House,  and 
is  not  now  in  the  bill. 

That  same  provision  was  before  the 
Senate  committee,  and  was  not  accepta¬ 
ble  to  the  committee,  except  one  mem¬ 
ber;  and  the  committee,  except  for  one 
member,  voted  to  approve  and  recom¬ 
mend  to  the  Senate  passage  of  the  bill 
in  the  form  in  which  it  passed  the  House, 
with  one  minor  amendment,  which  will 
be  stated  in  a  moment. 

The  committee  felt  that  this  sum — the 
surplus  and  reserves — should  be  left  with 
the  banks  to  cushion  possible  future 
losses,  but  that  the  retention  of  an  in¬ 
terest  by  the  Government,  to  be  effective 
only  upon  the  remote  possibility  of  liqui¬ 
dation  of  the  banks,  was  neither  neces¬ 
sary  nor  consistent  with  either  the  his¬ 
tory  of  the  system  or  the  objective  of 
the  bill  of  providing  for  borrower  owner¬ 
ship. 

The  Farm  Credit  Board’s  recommen¬ 
dations  and  the  bill  as  originally  intro¬ 
duced  also  provided  for  retirement  of  the 
Government  capital  in  the  production 
credit  corporations  and  for  the  assump¬ 
tion  by  the  production  credit  associations 
of  the  ownership  and  expenses  of  the 
production  credit  corporations. 

At  the  hearings  conducted  by  the  sub¬ 
committee  of  the  Committee  on  Agricul¬ 
ture  and  Forestry,  it  was  evident  that 
there  was  a  great  difference  of  opinion 
among  those  served  by  those  institutions 
as  to  the  appropriate  method  and  time 
for  retirement  of  the  Government’s  in¬ 
vestment  in  those  corporations  and  the 
assumption  of  their  expenses.  So  it  ap¬ 
peared  that  further  work  on  this  matter 
would  be  absolutely  necessary.  Conse¬ 
quently,  those  provisions,  that  is,  the  pro¬ 
visions  applying  to  the  production  credit 
corporations,  for  the  retirement  of  Gov¬ 
ernment  capital  in  the  production  credit 
corporations,  were  eliminated  from  the 
House  bill  before  passage,  and  the  Senate 
committee  agreed  with  this  action  by  the 
House. 

The  bill  as  it  is  reported  from  the 
Senate  committee  contains,  in  its  major 
references,  provision  for  the  retirement 
of  the  Government  capital  in  the  banks 
for  cooperatives.  I  think  it  would  be 
advantageous  to  recite  briefly  the  only 
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point  of  difference  which  I  understand 
exists  between  the  distinguished  Senator 
from  Delaware  [Mr.  Williams]  and 
other  members  of  the  committee. 

The  facts  are  these:  The  present  in¬ 
vestment  in  the  capital  stock  of  the 
banks  for  cooperatives  consists  of  $150 
million  of  Federal  investment,  and  about 
$20  million  of  private  investment,  that 
is,  investment  out  of  the  pockets  of  those 
who  comprise  the  membership  of  the  co¬ 
operative  organizations  which  have  util¬ 
ized  the  services  of  the  banks  for  cooper¬ 
atives.  The  surplus  and  reserves  which 
were  held  by  the  12  regional  banks  for 
cooperatives  and  the  central  bank  for 
cooperatives,  in  the  aggregate,  were,  on 
January  1,  about  $81  million. 

In  the  case  of  the  membership  of  the 
committee,  with  the  excepton  of  the  dis¬ 
tinguished  Senator  from  Delaware,  we 
all  felt  that  that  surplus  and  reserve 
should  remain  in  the  banks,  and  should 
constitute,  insofar  as  we  could  make  it 
possible,  a  cushion  against  possible 
losses.  It  should  be  so  safeguarded  as 
never  to  be  the  subject  of  melon  cutting 
or  payment  as  patronage  refunds,  but 
should  subserve  the  purpose  for  which 
it  was  created,  that  is,  to  operate  as  a 
surplus  to  be  called  upon  in  the  event 
of  an  unsuccessful  year’s  operations. 

We  believe  that  the  amendment  which 
we  have  suggested  would  adequately 
safeguard  that  continued  use  of  such 
surplus  funds,  amounting,  in  the  aggre¬ 
gate,  as  I  have  said,  to  about  $81  million. 

In  order  that  Senators  may  under¬ 
stand  exactly  how  small  an  amount  this 
constitutes  in  any  particular  case,  I  may 
state  that  that  surplus  fund  is  scattered 
through  the  12  regional  banks  for  coop¬ 
eratives,  and  the  central  bank  for  coop¬ 
eratives. 

The  reasons  why  the  committee,  with 
the  exception  of  one  member,  felt  that 
the  Government  should  not  retain  any 
continuing  interest  in  these  surpluses 
and  reserves  were  these : 

First,  the  surplus  and  reserves  were 
created  from  the  interest  paid  by  the 
users  of  the  funds  loaned  by  the  banks, 
and  in  every  instance  the  interest  rates, 
in  order  to  establish  such  reserves,  had 
to  be  in  an  amount  substantially  larger 
than  would  be  necessary  merely  to  meet 
the  cost  of  the  operation.  In  other 
words,  those  who  have  been  operating 
the  banks  have  charge  the  cooperatives, 
which  borrowed  from  the  banks,  suffi¬ 
cient  rates  of  interest  to  create  sizable 
surpluses,  because  they  felt  that  was  the 
only  sound  method  of  doing  business, 
and  they  thought,  in  order  to  assure  a 
stable  and  continuing  operation,  there 
must  be  this  sizable  surplus  to  rely  upon. 

Mr.  President,  if  the  operators  of  those 
banks  had  wanted  to  operate  other  than 
on  a  sound  business  basis,  they  could 
have  set  lower  rates  of  interest,  which 
would  not  have  created  these  surplus 
and  reserve  funds. 

In  the  second  place,  we  felt  that  the 
Federal  Government  was  adequately 
safeguarded.  If  there  should  be  a  liqui¬ 
dation — and  we  cannot  dream  that  there 
will  ever  be  a  liquidation — the  Govern¬ 
ment  would  participate  in  the  distiibu- 
tion  of  this  surplus  to  the  extent  of  its 
then  capital  investment  balanced  off 
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against  that  which  came  out  of  the  pock¬ 
ets  of  the  growers  who  are  members  of 
the  cooperatives.  If  there  should  be  any 
speedy  liquidation,  the  Government 
would  be  adequately  protected. 

Furthermore,  we  believe  the  method 
of  setting  up  the  board  of  directors  of 
the  banks  for  cooperatives  adequately 
cares  for  the  Government  interest,  be¬ 
cause  until  the  time  the  Government’s 
investment  is  cut  down  to  where  it  con¬ 
stitutes  only  one-third  of  the  total  in¬ 
vestment,  the  Government  directly  or  in¬ 
directly  will  appoint  a  very  active  part 
of  the  board  of  directors  in  each  case. 

Mr.  President,  we  believe  it  would  stul¬ 
tify  the  purpose  of  the  operation  for  the 
Federal  Government  to  hold  onto  any 
continuing  interest  in  the  surplus  and 
reserve  funds.  We  believe,  furthermore, 
it  would  defeat  the  purpose  of  this  pro¬ 
posed  legislation.  I  say  that  because  no 
sensible  growers  in  a  cooperative  organ¬ 
ization  would  proceed  to  retire  Govern¬ 
ment  capital  if  by  retirement  they  had 
to  turn  over  a  large  part  of  the  surplus 
to  the  Government,  which  never  intended 
to  claim  any  part  of  such  surplus. 

There  is  not  the  slightest  evidence  in 
any  part  of  the  history  of  these  organi¬ 
zations,  from  their  beginning  in  1933  to 
the  present  time,  that  the  Government 
expected  to  assume  any  interest  in  these 
surpluses.  The  question  arose  when  the 
Board  of  Directors  of  the  Farm  Credit 
Administration  unanimously  reported 
the  program  and  it  was  submitted  to  the 
Bureau  of  the  Budget.  The  Directors 
had  unanimously  recommended  that  the 
legislation  follow  the  same  course  that 
had  been  followed  in  the  case  of  the  Fed¬ 
eral  land  banks,  under  which  surpluses 
went  back  to  the  banks,  to  assure  their 
continuing  stable  condition. 

Thereupon,  the  Bureau  of  the  Budget 
insisted  upon  a  change  in  these  recom¬ 
mendations  by  which  the  Government 
would  assert,  because  of  the  fact  that  a 
large  part  of  the  surplus  had  been  cre¬ 
ated  by  the  use  of  interest-free  Gov¬ 
ernment  capital,  a  right  to  reclaim  a 
major  portion  of  the  surplus  in  each 
case.  It  was  upon  that  recommendation 
of  the  Bureau  of  the  Budget  that  the 
question  arose. 

The  members  of  the  committee,  as  I 
have  said,  with  one  exception,  felt  that 
the  Bureau  of  the  Budget  has  taken  an 
unsound  position  on  this  question;  that 
the  original  purpose  all  the  way  through 
was  to  enable  the  operators  to  have  a 
steady  source  of  credit  to  which  they 
could  go,  and  which  would  be  so  sound 
that  it  could  not  be  wiped  out  by  mis¬ 
fortune,  and  that  that  purpose  was  a 
good  one,  and  should  be  retained. 

I  close  by  mentioning  only  two  addi¬ 
tional  points.  At  the  same  time  I 
apologize  for  taking  so  much  of  the  time 
of  the  Senate.  The  first  point  is  that 
in  the  case  of  the  Federal  land  banks, 
which  were  allowed  to  retain  their  sur¬ 
pluses,  the  surpluses  were  decidedly 
larger  than  those  which  are  in  the  hands 
of  the  banks  for  cooperatives.  This 
question  was  not  raised  with  reference  to 
the  land  banks,  but  the  surpluses  were 
allowed  to  remain  where  they  were. 

The  second  point  I  wish  to  make  is  that 
in  the  case  of  the  land  bank  system. 


the  total  investment  of  the  Government 
at  one  time  considerably  exceeded  $150 
million  of  Government  capital. 

It  seems  to  me  if  the  practice  was 
sound  as  applied  to  Federal  land  banks, 
and  if  it  worked  in  that  instance  toward 
encouraging  the  retirement  of  Govern¬ 
ment  capital,  so  that  control  by  the  bor¬ 
rowers  had  shown  a  fine  result,  we  would 
be  very  foolish  indeed  to  impose  a  dif¬ 
ferent  rule  in  this  case  as  to  weaker 
institutions,  and  to  impose  a  rule  under 
which,  my  personal  belief  is,  we  would 
find  an  immediate  stoppage  of  any  effort 
to  obtain  for  the  grower  organizations 
complete  control  of  the  institutions,  or 
as  nearly  complete  control  as  the  law 
permits. 

Mr.  CARLSON.  Mr.  President,  will 
the  Senator  yield? 

Mr.  HOLLAND.  I  yield. 

Mr.  CARLSON.  The  State  of  Kansas 
is  a  part  of  the  farm  credit  system.  I 
have  received  many  letters  and  resolu¬ 
tions  from  representative  officers  of  pro¬ 
duction  credit  associations.  How  would 
they  be  affected  by  this  legislation? 

Mr.  HOLLAND.  The  proposal  for  the 
retirement  by  those  associations  of  the 
Government  capital  in  the  production 
credit  corporations  was  eliminated  from 
the  proposed  legislation  by  an  amend¬ 
ment  adopted  by  the  House  and  ap¬ 
proved  by  the  Senate  committee,  because 
there  were  so  many  differences  of  opin¬ 
ion.  The  element  of  time  was  also  in¬ 
volved.  It  because  clear,  also,  that  that 
question  ought  to  be  relegated  for  future 
consideration.  In  all  probability  it 
should  be  considered  in  connection  with 
a  similar  question  applicable  to  the  inter¬ 
mediate  credit  banks,  which  were  not  in¬ 
volved  in  the  pending  legislation  as 
originally  introduced. 

Mr.  CARLSON.  What  the  Senator 
has  stated  will  be  very  well  received  by 
the  production  credit  associations  in  the 
farm  districts  of  Kansas.  I  commend 
the  distinguished  Senator  from  Florida 
for  doing  a  fine  job  in  protecting  the 
program.  I  am  sure  it  should  be  further 
studied. 

Mr.  HOLLAND.  This  is  not  a  new 
program.  When  we  passed  the  Farm 
Credit  Act  of  1953,  we  started  upon  a 
program  by  which  we  hoped  the  agri¬ 
cultural  organizations  of  the  Nation 
would  be  encouraged  to  take  over  in 
a  large  part  the  control  of  their  lending 
institutions,  which  had  made  such  a  fine 
record. 

The  land  bank  system  is  fully  within 
the  legislation  of  1953  and  is  as  nearly 
grower-controlled  and  citizen-controlled 
as  is  possible.  This  bill,  if  passed,  will, 
we  think,  bring  about  results  speedily 
in  some  cases;  in  others  it  may  take  12 
or  15  years.  But  it  will  work  out  so  that 
this  same  result  can  be  accomplished  in 
the  case  of  banks  for  cooperatives. 

Mr.  THYE.  Mr.  President,  will  the 
Senator  from  Florida  yield? 

Mr.  HOLLAND.  I  yield. 

Mr.  THYE.  I  should  like  to  associate 
myself  with  the  remarks  of  the  distin¬ 
guished  Senator  from  Florida  in  connec¬ 
tion  with  his  explanation  of  the  bill.  It 
is  very  constructive  and  sound  legislative 
proposal  to  provide  self-control  and  self- 
reliance  for  the  producer  groups.  They 
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have  an  enviable  record,  and  have 
proved  that  they  have  the  ability  to 
stand  on  their  own  feet,  irrespective  of 
any  governmental  assistance.  They 
have  paid  back  the  funds  advanced  by 
the  Federal  Treasury  for  the  support  of 
these  land  agencies  in  their  early  history. 

I  have  been  rather  opposed  to  the  re¬ 
tention  of  section  401  (a)  in  the  bill,  and 
I  so  expressed  myself  in  the  committee. 
However,  the  reason  for  having  it  remain 
in  the  bill  for  the  time  being  is  that 
if  there  is  no  floor  amendment  to  the 
bill  it  will  not  involve  delay  in  reaching 
final  agreement  with  the  House.  There¬ 
fore,  the  enactment  of  the  bill  will  be 
assured  by  favorable  action  by  the  Sen¬ 
ate.  But  I  think  at  some  future  time 
it  would  be  well  to  reexamine  this  par¬ 
ticular  section  of  the  bill,  because  I 
know  that  only  two  Members  would 
serve  in  the  joint  capacity  of  a  board, 
and,  therefore,  there  would  be  no  danger 
that  they  would  establish  policies  favor¬ 
ing  themselves. 

I  make  this  statement  merely  as  an 
explanation  of  my  views,  with  the  hope  i 
that  at  some  future  time  we  may  reex-  ’ 
amine  the  question  of  whether  we  want 
a  restrictive  measure  on  the  books,  such 
as  section  401  (a)  would  provide. 

I  wish  to  associate  myself  with  the  re¬ 
marks  of  the  Senator  from  Florida  in  his 
explanation  of  the  bill.  He  not  only 
made  a  thorough  study  of  it  as  subcom¬ 
mittee  chairman,  but  he  came  to  the  full 
committee  with  an  excellent  report.  The 
bill  should  be  immediately  passed  by  this 
body. 

Mr.  HOLLAND.  Mr.  President,  I  am 
grateful  to  the  distinguished  Senator 
from  Minnesota  for  his  fine  comment. 

As  the  Senator  knows,  I  supported  his 
position  with  reference  to  section  401 
(a) ,  because  I  felt  it  was  a  troublemaking 
section  at  this  particular  time.  The  sit¬ 
uation  has  in  a  way  reversed  itself,  since 
we  are  considering  the  matter  in  the 
closing  hours  of  Congress,  and  I  am  very 
happy  that  no  one  is  offering  my  amend¬ 
ment  to  eliminate  that  section  of  the  bill.  | 

Section  401  (a)  of  H.  R.  5168,  as  passed 
by  the  House  and  as  now  contained  with¬ 
in  the  bill  being  considered  by  the  Sen¬ 
ate,  prohibits  a  salaried  officer  or  em¬ 
ployee  of  the  Farm  Credit  Administration 
or  of  any  corporation  under  the  super¬ 
vision  of  that  Administration  from  being 
appointed  or  elected  to  membership  on 
the  District  Farm  Credit  Board.  Ap¬ 
pointment  to  the  Board  is  already  pro¬ 
hibited,  and  election  to  the  Board  would 
be  prohibited  by  this  provision  of  the 
House  bill.  No  action  on  this  provision 
was  taken  by  the  subcommittee  ap¬ 
pointed  to  consider  the  bill,  and  the  full 
committee  by  a  tie  vote  disapproved  a 
motion  to  eliminate  it. 

Mr.  President,  unless  the  distinguished 
Senator  from  Delaware  wishes  the  mat¬ 
ter  to  be  presented  otherwise,  I  should 
like  to  ask  that  at  this  time  the  commit¬ 
tee  amendment  be  adopted. 

The  PRESIDING  OFFICER.  The 
committee  amendment  will  be  stated. 

The  Legislative  Clerk.  On  page  12, 
line  9,  it  is  proposed  to  insert  the  fol¬ 
lowing  proviso: 

Provided,  That  any  surplus  and  contin¬ 
gency  reserves  shown  on  the  books  of  the 
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bank  as  of  the  effective  date  of  title  I  of  the 
Farm  Credit  Act  of  1955  shall  not  be  dis¬ 
tributed  as  patronage  refunds. 

The  PRESIDING  OFFICER.  The 
question  is  on  agreeing  to  the  committee 
amendment. 

The  amendment  was  agreed  to. 

Mr.  HOLLAND.  Mr.  President,  that 
provision,  when  taken  in  conjunction 
with  certain  wording  in  the  report,  is 
a  valuable  and  adequate  safeguard  on 
the  proper  use  of  the  surplus  and  re¬ 
serve  funds  as  a  sound  cushion  against 
disappointing  operations  in  a  bad  year. 

Mr.  President,  1  yield  the  floor. 

Mr.  WILLIAMS.  Mr.  President,  I  sug¬ 
gest  the  absence  of  a  quorum. 

The  PRESIDING  OFFICER.  The 
clerk  will  call  the  roll. 

The  legislative  clerk  called  the  roll, 
and  the  following  Senators  answered  to 
their  names: 

The  legislative  clerk  proceeded  to  call 


the  roll. 
Aiken 

George 

Millikin 

Allott 

Goldwater 

Monroney 

Anderson 

Gore 

Morse 

Barkley 

Green 

Mundt 

Beall 

Hayden 

Murray 

Bender 

Hennings 

Neely 

Bennett 

Hickenlooper 

Neuberger 

Bible 

Hill 

O’Mahoney 

Bricker 

Holland 

Pastore 

Bridges 

Hruska 

Payne 

Bush 

Humphrey 

Potter 

Butler 

Ives 

Purtell 

Byrd 

Jackson 

Robertson 

Capehart 

Jenner 

Russell 

Carlson 

Johnston,  S.  C. 

Saltonstall 

Case,  N.  J. 

Kefauver 

Scott 

Case,  S.  Dak. 

Kerr 

Smathers 

Chavez 

Kilgore 

Smith,  Maine 

Clements 

Knowland 

Smith,  N.  J. 

Cotton 

Kuchel 

Sparkman 

Curtis 

Langer 

Stennis 

Daniel 

Lehman 

Symington 

Dirksen 

Long 

Thurmond 

Douglas 

Magnuson 

Thye 

Dull 

Malone 

Watkins 

Dworshak 

Mansfield 

Welker 

Eastland 

Martin,  Iowa 

Wiley 

Ellender 

Martin,  Pa. 

Williams 

Ervin 

McCarthy 

Young 

Flanders 

McClellan 

Fulbright 

McNamara 

Mr.  CLEMENTS.  I  announce  that 
the  Senator  from  Delaware  [Mr.  Frear] 
and  the  Senator  from  Massachusetts 
l  Mr.  Kennedy]  are  absent  on  official 
business. 

The  Senator  from  Texas  [Mr.  John¬ 
son]  is  absent  by  leave  of  the  Senate  be¬ 
cause  of  illness. 

Mr.  SALTONSTALL.  I  announce  that 
the  Senator  from  Wyoming  [Mr.  Bar¬ 
rett]  is  absent  because  of  illness  in  his 
family. 

The  Senator  from  Kansas  [Mr. 
Schoeppel]  is  necessarily  absent. 

The  PRESIDING  OFFICER  (Mr. 
Neuberger  in  the  chair).  A  quorum  is 
present. 

The  bill  is  open  to  amendment. 

Mr.  HOLLAND.  Mr.  President,  before 
the  Senator  from  Delaware  I  Mr.  Wil¬ 
liams!  begins  his  address,  I  call  the 
attention  of  the  Senate  to  one  omission 
from  the  Senate  report,  evidently  an 
omission  made  by  the  Government 
Printing  Office. 

On  page  29,  in  explaining  the  changes 
in  present  law,  there  was  left  out,  follow¬ 
ing  the  word  “allocated”,  which  is  the 
first  word  in  the  17th  line  from  the  bot¬ 
tom,  the  description  of  the  committee 
amendment,  which  appears  on  page  12 
of  the  bill,  beginning  on  line  9,  which 


has  already  been  agreed  to  by  the 
Senate.  I  do  not  think  anybody  is  being 
misled,  but  I  did  want  the  Record  to 
show  that  error  was  called  to  the  atten¬ 
tion  of  the  Senate. 

Mr.  WILLIAMS.  Mr.  President,  I 
shall  be  very  brief  in  my  remarks.  The 
Senator  from  Florida  has  already  ex¬ 
plained  the  bill.  However,  I  think  that 
as  the  Senate  votes  we  should  have  one 
clear  understanding  in  mind;  namely, 
that  the  bill,  if  passed,  would  authorize 
the  sale  of  Government  property  which 
is  valued  at  $220  million  for  $150  million, 
and  it  would  authorize  the  taking  in  ex¬ 
change  for  that  sale  $150  million  of  Class 
A  stock  with  the  proviso  that  the  stock 
is  nonvoting,  nondividend  paying,  and 
payable  pretty  much  at  the  option  of 
the  buyer  over  the  next  10  or  15  years; 
and  there  is  nothing  in  the  bill  that  says 
it  could  not  be  20  years.  The  bill  pro¬ 
poses  to  give  away  the  Government’s 
interest  in  approximately  $82  million 
surplus,  and  under  the  bill  in  case  of 
liquidation  of  the  new  corporation  this 
can  be  divided  as  windfalls. 

This  corporation  at  the  present  time 
is  capitalized  at  around  $170  million. 
One  hundred  and  fifty  million  dollars  is 
Government  capital.  Twenty  million 
dollars  is  in  the  hands  of  the  coopera¬ 
tive  banks  throughout  the  country. 
There  is  approximately  $82  million  of 
surplus.  That  means  about  $71  y2  mil¬ 
lion  to  $72  million  of  the  surplus  auto¬ 
matically  should  accrue  to  the  Govern¬ 
ment  for  its  capital  stock. 

There  is  no  provision  in  the  bill  which 
would  do  anything  other  than  give  the 
$71  y2  million  or  $72  million  of  Gov¬ 
ernment  funds  to  those  who  are  sup¬ 
posedly  going  to  buy  the  Government’s 
interest  for  $150  million. 

The  corporation  is  so  flush  with 
money  that  it  is  actually  lending  back 
some  of  this  interest-free  money  to  the 
United  States  Government  and  charging 
the  United  States  Government  2%  per¬ 
cent  interest  on  it.  No  one  in  the  Con¬ 
gress  challenges  these  facts. 

The  only  question  before  the  Senate  is: 
Do  we  want  to  give  away  $72  million? 
Certainly  the  Government’s  interest 
should  be  protected  better  than  that. 
After  all  the  United  States  Government 
will  have  to  borrow  the  money  before  it 
can  give  it  away.  Our  budget  is  out  of 
balance  now. 

Mr.  BUSH.  Mr.  President,  will  the 
Senator  yield? 

Mr.  WILLIAMS.  I  yield. 

Mr.  BUSH.  What  is  the  justification 
for  that  substantial  giveaway? 

Mr.  WILLIAMS.  The  only  justifica¬ 
tion  advanced  was  that  Congress  a  few 
years  ago  gave  a  similar  group  an  equal 
amount  of  money,  and  the  suggestion 
was  that  if  Congress  gave  it  to  that 
group,  why  not  give  it  to  this  one?  The 
argument  is  made  that  Congress  did  the 
same  thing  .with  respect  to  the  Federal 
land  banks.'  If  Congress  did,  it  slipped 
by  me;  otherwise,  I  would  have  protested 
it.  I  do  not  think  this  bill  can  be  justi¬ 
fied  on  the  basis  that  heretofore  a  loose 
piece  of  similar  legislation  was  enacted. 
Either  the  bill  is  meritorious  or  it  is  not. 

Mr.  ANDERSON.  Mr.  President,  will 
the  Senator  yield? 


Mr.  WILLIAMS.  I  yield. 

Mr.  ANDERSON.  I  wish  to  comment 
on  what  the  Senator  from  Delaware  has 
said,  but  before  I  do  so,  I  am  forced  to 
say  he  did  valuable  work  in  bringing  the 
matter  to  our  attention.  I  joined  with 
him  in  the  fight  to  make  the  changes 
which  were  made.  I  believe  the  bill  has 
now  been  changed  to  such  a  degree  that 
he  can  feel  justified  in  abandoning  his 
fight.  There  is  a  difference  of  opinion 
between  us,  but  that  does  not  change 
my  respect  for  him  or  affect  the  compli¬ 
ment  I  paid  to  him. 

There  is  this  answer  to  the  question 
of  the  able  Senator  from  Connecticut. 
The  Government  loaned  money  to  a 
great  many  institutions  to  start  off  the 
capital  stock  subscription.  Some  of 
those  institutions  so  managed  their  af¬ 
fairs  that  they  acquired  a  surplus.  It  is 
true  they  did  not  have  to  pay  much  in¬ 
terest,  and  at  times  no  interest  at  all. 
However,  to  allocate  the  money  and  give 
it  to  those  whom  it  belonged  would  re¬ 
quire  hunting  through  a  whole  group  of 
people  who  were  really  entitled  to  divi¬ 
dends  for  many  years. 

I  say  that  because  I  happen  to  be 
president  of  a  mutual  insurance  com¬ 
pany.  That  company  has  accumulated 
a  surplus.  If  the  strict  principal  of 
mutuality  were  to  be  applied,  we  would 
have  to  pay  out  every  dollar  we  have 
accumulated.  That  would  leave  the 
company  without  any  surplus  or  pro¬ 
tection. 

Mr.  BUSH.  Mr.  President,  will  the 
Senator  yield? 

Mr.  ANDERSON.  I  am  speaking  by 
the  courtesy  of  the  Senator  from  Dela¬ 
ware. 

What  the  Senator  from  Delaware  has 
said  is  completely  correct.  The  $71  mil¬ 
lion  comprised  earnings.  Technically, 
if  the  company  had  been  charged  inter¬ 
est,  that  whole  amount  of  money  might 
have  gone  back  to  the  Federal  Govern¬ 
ment.  It  is  a  situation  in  which  coop¬ 
eratives  are  involved.  The  theory  is 
that  they  should  be  so  well  financed  that 
they  will  not  return  to  the  Federal 
Treasury  for  help. 

Mr.  BUSH.  Would  it  be  necessary  to 
finance  the  surplus  as  well  as  the 
capital? 

Mr.  WILLIAMS.  That  was  the  only 
difference  between  the  Senator  from  New 
Mexico  and  myself.  I  felt  there  should 
be  a  proviso  to  the  effect  that  in  case  of 
liquidation  the  Government  would  re¬ 
cover  its  proportionate  share  of  the  sur¬ 
plus,  representing  about  $71  million.  As 
the  bill  is  written,  theoretically  it  is  pos¬ 
sible  for  the  group  to  liquidate  the  or¬ 
ganization  after  this  bill  is  passed,  which 
would  result  in  about  a  $70  million  wind¬ 
fall. 

Do  not  forget  that  the  scores  of  little 
cooperatives  will  get  practically  nothing 
from  this  amount;  in  fact,  over  80  per¬ 
cent  of  the  $70  million  windfall  will  go 
to  about  10  large  cooperatives. 

Mr.  ANDERSON.  Theoretically  that 
is  possible.  I  do  not  think  that  practi¬ 
cally  it  is  possible.  If  simple  language 
had  been  offered  to  take  care  of  that  sit¬ 
uation,  I  would  have  been  willing  to  ac¬ 
cept  it.  If  the  surpluses  were  taken  away 
from  cooperatives  all  over  the  country,  I 
believe  they  would  fail. 
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Mr.  WILLIAMS.  The  Senator  from 
New  Mexico  and  I  were  in  full  agreement 
that  we  did  not  want  to  do  that.  My 
only  contention  is:  Let  us  write  it  in  the 
bill  so  that  the  Government’s  interest  will 
be  protected.  Why  should  we  make  an 
outright  gift  of  $70  million  to  this  group? 

If  the  Senator  from  Florida  will  join  in 
a  motion  to  amend  the  bill  so  as  to  pro¬ 
vide  that  in  the  event  of  ultimate  liqui¬ 
dation,  the  Government  will  retain  its 
part  of  the  surplus,  my  attitude  toward 
the  bill  would  be  different. 

Mr.  ANDERSON.  Mr.  President,  I 
may  say  to  the  Senator  from  Delaware 
that  I  contended  for  the  same  thing  he 
did  in  this  respect,  and  therefore  I  would 
not  be  opposed  to  what  he  has  just  sug¬ 
gested.  However,  we  simply  could  not 
find  the  proper  language  to  accomplish 
that  purpose. 

Mr.  WILLIAMS.  I  think  adequate 
language  can  be  written  into  the  bill  to 
accomplish  the  desired  result.  There  is 
general  agreement  that  under  the  bill  as 
it  is  now  written  windfalls  can  result. 

If  such  an  amendment  can  be  agreed 
upon  I  shall  withdraw  my  objection  in¬ 
stantly.  I  am  in  complete  agreement 
with  the  Senator  from  New  Mexico  [Mr. 
Anderson],  that  the  Government  should 
get  out  of  this  corporation  as  soon  as 
possible  and  that  we  should  not  write 
terms  which  would  be  a  handicap  to 
those  who  would  use  these  banks. 

I  am  perfectly  willing  to  go  along  with 
all  the  provisions  of  the  bill  if  we  can 
include  a  simple  amendment  providing 
that  in  case  of  a  future  liquidation,  the 
Government  will  always  retain  its  pro¬ 
portionate  right  to  the  accumulated  sur¬ 
plus  in  the  accounts  as  of  the  time  of  the 
passage  of  this  measure. 

If  the  Senator  from  Florida  will  accept 
such  an  amendment,  I  will  be  ready  to 
make  a  motion  to  that  effect.  Then  we 
can  pass  the  bill,  send  it  to  conference, 
and  let  the  staff  work  out  the  necessary 
technical  language. 

Mr.  ANDERSON.  Mr.  President,  I 
agree  with  the  Senator  from  Delaware; 
but  I  simply  cannot  find  language  to  ac¬ 
complish  that  purpose.  It  was  not  pos¬ 
sible  to  suggest  language  for  that  pur¬ 
pose  without  tying  up  the  bill.  I  believe 
it  might  be  possible  to  arrive  at  such 
language  in  conference,  but  I  do  not 
know  how  long  that  would  take,  and  I 
do  not  know  whether  it  could  be  done 
now. 

Rather  than  jeopardize  the  enactment 
of  the  bill,  I  would  prefer  to  have  the  bill 
passed  as  it  now  stands,  because  I  do  not 
think  this  organization  is  going  into 
liquidation;  or,  if  it  does,  I  think  it  will  go 
all  the  way  into  liquidation,  and  then  the 
$71  million  will  not  be  worth  anything. 

Mr.  WILLIAMS.  I  am  confident  that 
the  legislative  counsel  can  frame  appro¬ 
priate  language;  and  if  the  Senator  in 
charge  of  the  bill  will  accept  such  an 
amendment,  I  would  say  that  rather  than 
oppose  the  bill  I  would  be  one  of  its  most 
enthusiastic  supporters. 

Mr.  HOLLAND.  Mr.  President,  will 
the  Senator  from  Delaware  yield  to  me? 

The  PRESIDING  OFFICER  (Mr.  Neu- 
berger  in  the  chair) .  Does  the  Senator 
from  Delaware  yield  to  the  Senator  from 
Florida? 


Mr.  WILLIAMS.  I  yield. 

Mr.  HOLLAND.  Mr.  President,  I  thor¬ 
oughly  respect  the  sincertiy  of  the  distin¬ 
guished  Senator  from  Delaware,  but  I  do 
not  think  he  is  correct  in  his  conclusion, 
and  I  cannot  agree  at  all  with  what  he  is 
attempting  to  do. 

I  call  his  attention,  in  the  first  in¬ 
stance,  to  the  fact  that  he  is  incorrect 
in  his  statement  that  the  Federal  Gov¬ 
ernment  does  not  receive  any  payments 
for  its  capital.  The  Congress  injts  wis¬ 
dom  determined  that  the  rate  of  payment 
to  the  Government  for  the  capital  would 
be,  not  on  the  strict  basis  of  an  interest 
rate,  but  on  the  basis  of  a  so-called  fran¬ 
chise  tax  rate,  based  on  25  percent  of  the 
net  savings  of  the  banks  beyond  the 
amount  required  for  restoring  capital 
impairment  and  creating  an  adequate 
surplus  account.  Last  year  that 
amounted  to  one-million-one-hundxed- 
thousand-odd  dollars;  and  this  year,  to 
$1,600,000,  a  little  more  than  1  percent 
on  the  total  capital  stock. 

The  point  I  am  making  is  that  the 
Congress  itself  fixed  that  measure  of  the 
charge  for  the  use  of  the  money,  and  that 
the  banks  must  pay  it  until  the  Federal 
capital  is  retired;  and  that  the  Federal 
capital  will  not  be  retired  for  a  good, 
long  time.  That  is  the  first  point  I 
should  like  to  make  to  the  distinguished 
Senator  from  Delaware. 

Mr.  WILLIAMS.  I  should  like  to  reply 
to  it  now. 

Mr.  HOLLAND.  Very  well. 

Mr.  WILLIAMS.  I  point  out  that  this 
franchise  tax  has  been  on  the  books  only 
for  1  year.  Last  year  was  the  first  year 
it  was  paid.  As  the  Senator  from  Florida 
pointed  out,  it  averaged  about  $1,- 
150,000,  and  during  the  same  year  they 
loaned  to  the  Government  from  $42 
million  to  $46  million  upon  which  they 
collected  $1,500,000.  They  paid  only 
three-quarters  of  1  percent;  and  the 
Government  borrowed  some  of  the  same 
money  right  back  from  them,  and  paid 
them  2%  percent.  There  is  no  rhyme 
or  reason  to  that. 

Also,  in  this  case  we  are  proposing — 
and  I  do  not  think  the  Senator  from 
Florida  will  contradict  this  statement — 
that  we  give  away  $71  million,  represent¬ 
ing  the  Government’s  right  to  the  sur¬ 
plus  without  any  strings  attached,  and 
theoretically  within  the  law. 

After  the  bill  is  passed  it  will  be  pos¬ 
sible  for  this  group  to  dissolve  the  cor¬ 
poration,  call  the  Government’s  capital, 
pay  it  off  at  par,  and  in  liquidation 
proceedings  have  an  $80  million  melon 
to  distribute  with  the  $20  million  stock 
they  have. 

Mr.  ANDERSON.  Mr.  President,  I  be¬ 
lieve  the  Senator  from  Delaware  would 
wish  to  say  that  could  not  be  done  with¬ 
out  the  approval  of  the  Federal  inter¬ 
mediate  credit  banks. 

Mr.  WILLIAMS.  That  is  true.  But 
in  the  law  there  is  no  provision  that  the 
Federal  intermediate  credit  banks  could 
not  give  such  approval. 

Mr.  ANDERSON.  That  is  correct. 

Mr.  WILLIAMS.  I  agree  that  it  could 
not  be  done  if  such  persons  said  “no.” 
But  under  the  law,  there  is  a  way  it 
could  be  done.  I  wish  to  spell  out  in 
the  law  that  it  cannot  be  done.  Every¬ 
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one  says  it  should  not  be  done,  and  I 
see  no  reason  why  we  should  not  spell 
out  in  the  law  that  which  everyone  is 
in  agreement  we  do  not  wish  to  have 
done. 

Mr.  HOLLAND.  Mr.  President,  will 
the  Senator  from  Delaware  yield  again 
to  me? 

Mr.  WILLIAMS.  I  yield. 

Mr.  HOLLAND.  When  the  Senator 
from  Delaware  says  everyone  is  in  com¬ 
plete  agreement,  he  may  be  in  error. 
Everyone  is  in  complete  agreement  on 
one  thing  alone,  namely,  that  this  sur¬ 
plus  and  reserve  should  be  kept  as  intact 
as  possible,  so  as  to  operate  as  a.  stabiliz¬ 
ing  influence  in  connection  with  the  op¬ 
eration  of  the  banks. 

However,  we  are  not  in  agreement  at 
all  as  to  where  the  equities  regarding 
that  money  are.  The  Federal  Govern¬ 
ment  has  never  claimed,  under  any  leg¬ 
islation,  any  right  to  the  surplus.-  If  it 
had,  the  Senator  from  Delaware  knows 
and  I  know  and  everyone  else  knows 
that  the  rates  of  interest  would  not  have 
exceeded  to  such  an  extent  as  they  have 
the  necessary  operating  rates.  All  these 
institutions  in  good  faith  have  pro¬ 
ceeded  to  establish  a  surplus  out  of  the 
payment  of  interest  rates  higher  than 
those  which  were  necessary  for  them  to 
continue  to  operate. 

I  should  like  to  make  one  other  point, 
and  then  I  shall  yield.  The  Senator  from 
Delaware,  of  course,  is  in  strict  aecord 
with  what  I  regard  as  the  fact  when  he 
says  that  liquidation  could  be  accom¬ 
plished  at  any  time.  However,  to  ac¬ 
complish  liquidation  there  would  have 
to  be  $150  million  in  cash  on  hand,  in 
order  to  retire  the  Government  capital. 

But  these  banks  have  never  had  any 
such  amount  of  money,  and  they  do  not 
have  it  now,  because  their  money  is  in¬ 
vested  in  loans  to  small  cooperatives  all 
over  the  country — in  loans  which  would 
not  be  regarded  as  standard  loans,  for 
bank  purposes.  So  they  do  not  have 
$150  million  in  cash,  with  which  to  retire 
the  Government  capital,  and  will  not 
have  at  any  time  in  the  foreseeable 
future. 

We  are  trying  to  allow  them  to  retire 
it  in  fractions,  year  after  year,  until  the 
Government  capital  is  completely  re¬ 
tired;  and  in  the  meantime — and  I  think 
this  is  one  thing  the  distinguished  Sen¬ 
ator  from  Delaware  has  entirely  over¬ 
looked — the  owner  of  the  largest  surplus, 
namely,  the  central  bank  of  coopera¬ 
tives,  is  controlled  by  directors  who  are 
appointed  by  the  Farm  Credit  Adminis¬ 
tration,  in  that  way,  and  directoi’s  so 
appointed  will  continue  to  constitute  a 
majority  of  the  board  until  the  capital 
of  the  central  bank  is  two-thirds  pri¬ 
vately  owned.  That  would  be,  let  us  say, 
when  $100  million  of  the  $150  million  of 
capital  stock,  or  about  that  much,  had 
been  retired. 

So  I  think  the  Senator  from  Delaware 
is  seeing  visions  that  I  cannot  see  at  all 
as  practical  possibilities  in  this  matter. 

I  think  he  knows,  and  I  know,  and  all 
the  rest  of  us  know,  that  these  banks 
were  not  created  to  be  liquidated,  and 
there  is  no  one  who  wishes  to  have  them 
liquidated.  They  were  created  to  oper¬ 
ate,  to  give  a  steady,  dependable  source 
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of  credit,  at  a  reasonable  interest  rate, 
to  persons  who  cannot  get  adequate 
credit  from  existing  institutions.  So  it 
is  stretching  one’s  imagination  beyond 
the  remotest  degree  of  reasonableness  to 
say  that  those  who  have  worked  together 
to  build  these  programs  over  the  years, 
and  who  have  done  so  by  imposing  upon 
themselves  higher  rates  of  interest  than 
those  which  would  otherwise  be  required, 
would  suddenly  decide  that,  after  all, 
they  had  been  mistaken,  and  that  ade¬ 
quate  sources  of  credit  were  available 
somewhere  else,  and  that  therefore  they 
would  immediately  sell  their  mortgages 
and  their  loans,  and  thus  would  obtain 
$150  million,  and  with  it  would  pay  off 
the  Government  capital,  and  then  would 
cut  the  melon,  as  the  Senator  from  Dela¬ 
ware  calls  it,  in  the  central  bank,  which 
is  controlled  by  directors,  a  majority  of 
whom  are  appointed  by  the  Farm  Credit 
Administration,  and  in  the  other  banks. 
It  is  such  a  visionary  possibility  that  the 
Senator  from  Florida  cannot  regard  it  as 
a  practical  possibility  in  any  sense  of  the 
word. 

The  Senator  from  Florida  thinks  the 
situation  is  fully  safeguarded,  as  does  the 
Senator  from  New  Mexico  [Mr.  Ander¬ 
son],  who  stood  by  the  Senator  from 
Delaware  in  his  fight  in  the  committee 
until  the  committee  amendment  was 
agreed  upon.  When  the  committee 
amendment  had  been  agreed  upon,  the 
Senator  from  New  Mexico  stated,  as  he 
has  stated  on  the  floor  today,  that  he 
thought  we  had  gone  as  far  as  we  could 
to  assure  the  continued  servicing  by 
these  institutions  of  the  people  of  the 
country  who  are  engaged  in  agriculture. 

Mr.  WILLIAMS.  Mr.  President,  I 
should  like  to  reply  to  the  Senator  from 
Florida  by  pointing  out  that  he  says  this 
surplus  was  created  in  the  beginning  by 
the  cooperative  banks’  charging  interest 
rates  higher  than  those  which  were  nec¬ 
essary,  thereby  accumulating  a  surplus; 
it  is  not  that  simple. 

The  surplus  was  built  up  over  a  period 
of  years  by  the  cooperative  banks  charg¬ 
ing  these  organizations  interest  rates  on 
money  which  the  banks,  in  turn,  were 
getting  absolutely  fx-ee  of  interest 
charges.  For  the  past  21  years  this 
agency  has  had  interest-free  money 
from  the  Government,  varying  from 
$110  million  to  $178,500,000  every  year. 
It  has  averaged  more  than  $150  million 
a  year.  Certainly  any  bank  which  re¬ 
ceives  $150  million  of  interest-free  Gov¬ 
ernment  funds  for  lending  purposes  over 
a  period  of  20  years  can  make  a  profit 
by  lending  that  money. 

Had  there  been  a  loss  in  this  agency, 
no  one  would  have  said,  “You  owe  the 
Government  for  the  money  which  was 
lost,  and  you  must  pay  it  back.”  I  am 
sure  of  that.  As  it  is,  the  institution 
made  money.  I  point  out  that  the  money 
which  was  made,  the  $80  million  which 
has  been  accumulated,  was  made  from 
loans  to  farmers  in  depression  years  and 
from  interest  charged  on  money  they 
received  from  the  Treasury  interest-free. 
Furthermore,  not  one  farmer  who  helped 
to  build  up  the  surplus  would  benefit 
from  the  distribution.  The  beneficiaries 
would  be  those  who  borrow  in  the  fu¬ 
ture.  There  is  nothing  in  the  bill,  as 


the  Senator  from  Florida  will  admit, 
which  would  prevent  a  legal  distribu¬ 
tion  of  this  surplus  as  a  melon  should 
they  so  desire  and  assuming  the  Board 
agrees. 

Mr.  THYE.  Mr.  President - - 

Mr.  WILLIAMS.  I  will  yield  in  a  mo¬ 
ment. 

The  Senator  from  Florida  points  out 
that  the  liquidation  must  be  approved 
at  the  Board  level,  and  at  the  local  level. 
That  is  true,  but  these  institutions  are 
operated  by  men.  The  Board  members 
could,  within  the  law,  make  the  deci¬ 
sion  that  it  was  necessary  to  liquidate 
this  organization  and  cut  the  $70  mil¬ 
lion  melon.  There  is  not  a  thing  in  the 
bill  which  would  prevent  such  action. 

All  the  amendment  which  the  com¬ 
mittee  adopted  would  do  would  be  to  say 
that  during  the  process  of  operation  the 
board  members  could  not  declare  pa¬ 
tronage  dividends  from  this  surplus. 

I  point  out  that  during  the  next  10 
years  this  organization  may  operate  1 
year  at  a  $5  million  profit,  and  the  next 
year  at  a  $5  million  loss.  It  can  charge 
the  loss  each  year  against  surplus,  and 
distribute  the  profits  in  years  in  which  a 
profit  is  made  as  patronage  dividends, 
thereby  gradually  whittling  away  the 
surplus.  There  is  another  manner  in 
which  it  can  be  done  lawfully.  The 
other  way  would  be  to  call  the  Govern¬ 
ment  capital  at  par  and  then  liquidate, 
dividing  the  $70  million  mellon. 

There  is  no  disputing  the  fact  what 
you  are  doing  here  is  just  giving  away 
about  $72  million. 

The  Senator  from  Florida  says  he  is 
positive  that  this  surplus  will  not  be  dis¬ 
tributed;  then  I  cannot  see  why  there 
is  any  objection  to  placing  in  the  bill  a 
provision  to  that  effect.  If  such  a  dis¬ 
tribution  is  ever  made  the  Government 
will  get  its  $72  million.  Such  an  amend¬ 
ment  would  safeguard  the  interest  of  the 
Government  in  the  capital  reserve  as  it 
stands  today.  If  he  will  accept  such  an 
amendment,  no  one  will  be  hurt.  If  there 
is  never  to  be  a  liquidation — and  the 
Senator  from  Florida  is  confident  that 
there  never  will  be — the  amendment  will 
be  inoperative. 

Mr.  HOLLAND.  Mr.  President,  will 
the  Senator  yield? 

Mr.  WILLIAMS.  I  yield. 

Mr.  HOLLAND.  I  point  out  the  fact 
that  the  Senator  from  Delaware  was  in¬ 
vited  to  submit  amendments  to  the  com¬ 
mittee.  The  best  amendment  we  could 
arrive  at  is  the  amendment  in  the  bill, 
and  the  Senator  from  Florida  thinks  it 
is  adequate. 

In  the  next  place,  I  wish  to  point  out 
to  the  Senator  that  a  deliberate  opera¬ 
tion  involving  a  $5  million  loss  by  reason 
of  imposing  lower  interest  rates  than 
those  necessary  to  carry  the  operation 
is  impossible,  because  the  Directors  of 
the  Farm  Credit  Administration  must 
approve  the  interest  rates.  They  have  a 
control  of  the  picture  which  would  cer¬ 
tainly  give  them  the  right  to  stand  up 
against  the  elimination  of  this  surplus 
by  any  such  deliberate  method  of  dimi¬ 
nution  of  assets  as  the  Senator  has  sug¬ 
gested. 

Mr.  WILLIAMS.  I  am  not  speaking 
of  distributing  the  surplus  through  low¬ 


er  interest  rates.  I  am  saying  that  the 
corporation  might  have  losses  as  the 
result  of  economic  conditions.  It  might 
have  losses  in  1  year  and  profits  in  an¬ 
other.  It  is  not  required  to  charge  losses 
against  profits.  It  can  charge  losses 
each  time  against  the  $80  million  sur¬ 
plus,  and  distribute  the  profits.  I  do  not 
see  why  the  United  States  Government, 
which  has  a  debt  of  approximately  $276 
billion  today,  should  just  give  away  $70 
million  for  nothing.  We  must  borrow 
the  money  to  do  it.  To  make  it  more 
ridiculous,  we  are  borrowing  over  $42 
million  of  it  back  from  those  to  whom  we 
are  giving  it,  and  we  are  paying  2%  per¬ 
cent  interest. 

Mr.  HOLLAND.  The  borrowing  back, 
as  the  Senator  terms  it,  is  the  purchase 
of  Government  bonds  by  these  corpora¬ 
tions  out  of  surplus  funds. 

Mr.  WILLIAMS.  That  is  the  way  the 
Government  is  financed. 

Mr.  HOLLAND.  The  Government  is 
inviting  not  only  this  corporation,  but 
everyone  else,  to  show  confidence  in  the 
Government  by  investing  surpluses  and 
reserves  through  the  purchase  of  Gov¬ 
ernment  bonds.  I  am  sure  the  Senator 
would  not  say  that  it  would  be  prudent 
business  for  a  concern  with  substantial 
surplus  and  reserves  to  wrap  up  the 
money  in  a  napkin  and  not  allow  it  to 
produce  any  earnngs  whatsoever. 

The  Senator  from  Florida  believes 
that  these  boards  have  not  only  pro¬ 
ceeded  wisely  in  investing  in  Govern¬ 
ment  bonds,  but  have  proceeded  in  ac¬ 
cordance  with  the  request  of  the  Federal 
Government  that  surplus  funds  be  so 
invested. 

Mr.  WILLIAMS.  But  we,  as  Members 
of  Congress — as  the  board  of  directors 
of  the  United  States  Government — are 
not  proceeding  wisely  when  we  authorize 
the  Government  to  borrow  money  in 
order  to  give  it  to  an  organization  which 
has  so  much  surplus  today  that  it  is 
lending  it  back  to  the  United  States  Gov¬ 
ernment.  I  repeat  there  is  nothing  in 
the  bill  which  would  prevent  the  organi¬ 
zation  from  making  a  prompt  liquida¬ 
tion  and  dividing  the  melon. 

Mr.  AIKEN.  Mr.  President,  will  the 
Senator  yield? 

Mr.  WILLIAMS.  I  yield. 

Mr.  AIKEN.  The  Senator  from  Dela¬ 
ware  has  mentioned  the  fact  that  coop¬ 
erative  banks  lend  money  to  the  Gov¬ 
ernment  at  a  higher  rate  of  interest  than 
the  franchise  tax  has  amounted  to  so 
far.  I  am  sure  the  Senator  will  agree 
that  the  members  and  borrowers  in  these 
banks  have  themselves  invested  about 
$20  million.  That  $20  million  is  loaned 
to  the  Government  at  a  higher  rate  of 
interest.  It  is  impossible  to  identify  or 
earmark  that  particular  fund,  so  it  does 
not  necessarily  follow  that  the  full 
amount  is  being  taken  from  the  interest- 
free  money  which  has  been  put  up  by 
the  Government. 

Mr.  WILLIAMS.  The  Senator  from 
Vermont  is  correct  in  saying  that  we 
cannot  identify  separately  the  $*50 
million  of  Government  capital  and  the 
$20  million  invested  by  the  members. 
The  $150  million  of  Government  capital, 
plus  $20  million  invested  by  members, 
brings  the  capital  up  to  $170  million. 
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There  is  a  surplus  of  $80  million,  which, 
added  to  the  capital,  makes  a  total  sum 
of  $250  million.  The  Senator  from  Ver¬ 
mont  is  correct  in  saying  that  we  cannot 
identify  the  separate  items  from  which 
the  $42"  million  comes.  Nevertheless,  we 
cannot  escape  the  fact  that  the  institu¬ 
tion  is  lending  back  to  the  Government 
$42  million  and  charging  the  Govern¬ 
ment  2%  percent  interest.  That  is  moie 
than  it  is  paying  the  Government  for 
the  use  of  the  entire  $250  million. 

Mr.  AIKEN.  Will  not  the  Senator 
from  Delaware  agree  that  the  purpose 
of  the  Government  in  furnishing  inter¬ 
est-free  money  to  the  banks  for  coopera¬ 
tives,  as  well  as  to  other  farm  credit 
organizations,  was  to  enable  such  or¬ 
ganizations  to  build  themselves  up  and 
become  strong,  so  that  when  the  time 
came  they  might  assume  the  entire  re¬ 
sponsibility  themselves,  take  the  banks 
over,  and  get  the  Government  out  of  the 
banking  business?  That  was  the  reason 
for  putting  up  the  taxpayers’  money. 

Mr.  THYE.  Mr.  President,  these  farm 
credit  agencies  have  done  that.  They 
build  themselves  up  with  credit  reserves, 
which  enable  them  to  assist  the  de¬ 
pressed  farmer  in  financing  himself. 
The  Government  principal  has  been  re¬ 
paid.  The  interest  money  can  now  be 
used  as  a  sort  of  cushion  against  any 
disastrous  situation  which  may  occur  in 
the  future. 

Mr.  WILLIAMS.  The  Senator  from 
Vermont  and  the  Senator  from  Minne¬ 
sota,  who  claim  that  the  corporation  was 
formed  in  the  beginning  with  the 
thought  that  after  it  got  on  its  feet  the 
United  States  Government  would  sell  it 
to  the  farmers  without  any  regard  to  the 
amount  earned,  I  believe  are  in  error  in 
their  statement.  The  act  was  passed, 
in  1934,  when  the  Government  put  up 
$110  million,  and  if  the  result  had  been  a 
loss,  no  one  in  Congress  would  have  said 
that  the  farmers  should  pay  off  the  back 
loss.  I  am  sure  no  one  would  have  ad¬ 
vocated  that  the  farmers  pay  off  such  a 
loss. 

Mr.  AIKEN.  I  would  not  recommend 
it. 

Mr.  WILLIAMS.  No;  nor  would  any 
one  else.  In  fact,  before  World  War  II, 
it  looked  as  though  there  would  be  a 
loss.  At  that  time  no  one  proposed  that 
the  cooperative  banks  should  pay  off  a 
loss  if  there  was  one.  As  the  operation 
has  proceeded  over  the  years,  largely  as 
the  result  of  World  War  II  and  the 
Korean  war  and  not  so  much  the  result 
of  good  business  management  but  be¬ 
cause  agricultural  prices  were  inflated, 
the  loans  became  good  loans  instead  of 
bad  ones,  and  a  profit  has  resulted. 
That  profit  should  go  to  the  Govern¬ 
ment.  Just  as  the  Government  would 
have  had  to  sustain  a  loss,  it  now  should 
get  the  profit. 

I  believe  the  issue  is  very  simple.  It 
is  whether  we  want  to  give  away  the 
rights  of  the  United  States  Government 
to  the  $71  million  and  do  it  under  a  bill 
by  which  it  would  be  legally  possible  for 
the  recipients  to  distribute  that  amount 
of  money  as  a  windfall  at  some  future 
date  to  be  determined  by  the  Board. 
That  is  the  only  question  before  us. 
Shall  we  give  away  these  millions? 


I  say  again  that  if  the  bill  could  be 
amended  so  as  to  prohibit  such  a  thing 
happening,  I  would  favor  the  bill. 

Mr.  President,  I  move  that  the  bill  be 
amended  to  provide  that  in  the  event  of 
any  future  liquidation - 

Mr.  KNOWLAND.  Mr.  President,  I 
make  a  point  of  order.  The  rule  re¬ 
quires  that  an  amendment  be  written 
out  and  submitted  to  the  Senate. 

The  PRESIDING  OFFICER  (Mr. 
Monroney  in  the  chair).  The  minority 
leader  is  correct. 

Mr.  WILLIAMS.  The  Senator  from 
California  is  correct.  I  was  only  trying 
to  expedite  the  consideration  of  the  bill. 
I  will  write  out  the  amendment.  I  sug¬ 
gest  the  absence  of  a  quorum. 

The  PRESIDING  OFFICER.  The 
Secretary  will  call  the  roll. 

The  legislative  clerk  proceeded  to  call 
the  roll. 

Mr.  ANDERSON.  Mr.  President,  I  ask 
unanimous  consent  that  the  order  for 
the  quorum  call  be  rescinded. 

The  PRESIDING  OFFICER.  With¬ 
out  objection,  it  is  so  ordered. 

Mr.  WILLIAMS.  Mr.  President,  I 
offer  the  amendment  which  has  been 
referred  to. 

The  PRESIDING  OFFICER.  The 
clerk  will  state  the  amendment  offered 
by  the  Senator  from  Delaware. 

The  Chief  Clerk.  Beginning  on  page 
13  with  line  25,  it  is  proposed  to  strike 
out  all  through  line  17  on  page  14.  and 
insert  in  lieu  thereof  the  following: 

(c)  Application  of  assets  on  liquidation 
or  dissolution:  In  the  case  of  liquidation  or 
dissolution  of  any  bank  for  cooperatives, 
after  the  payment  or  retirement,  as  the  case 
may  be,  first,  of  all  liabilities;  second,  of  all 
capital  stock  issued  before  the  effective  date 
of  title  I  of  the  Farm  Credit  Act  of  1955  held 
by  cooperative  associations  at  par,  all  class 
A  stock  at  par,  and  all  class  B  stock  at  par; 
and  third,  of  all  class  C  stock  at  par;  any 
surpluses  and  contingency  reserves  then  re¬ 
maining  shall  be  distributed  as  provided  in 
this  subsection.  If  necessary  in  absorbing 
losses,  allocated  contingency  reserves  and  al¬ 
located  surpluses  shall  be  exhausted  first  in 
accordance  with  rules  prescribed  by  the  Farm 
Credit  Administration  and  other  contingency 
reserves  and  surpluses  shall  be  used  pro  rata. 
Any  surpluses  and  contingency  reserves 
which  were  on  hand  as  of  the  effective  date 
of  said  title  I,  shall  be  apportioned  on  the 
basis  of  stock  ownership  in  the  bank  on  such 
date  and  that  part  of  such  surpluses  and 
reserves  so  apportioned  to  stock  owned  by 
the  United  States,  shall  be  paid  into  the 
Treasury  as  miscellaneous  receipts  and  that 
part  of  such  surpluses  and  reserves  so  appor¬ 
tioned  to  stock  owned  by  all  others  shall  be 
paid  to  the  holders  of  outstanding  stock  is¬ 
sued  before  the  effective  date  of  said  title  I 
and  class  C  stock  pro  rata;  Provided,  That  if 
the  central  bank  is  liquidated  or  dissolved 
before  the  regional  banks,  that  part  of  such 
surpluses  and  reserves  so  apportioned  to 
stock  owned  by  the  United  States  shall  be 
distributed  to  the  regional  banks  on  the  basis 
of  stock  held  by  them  in  the  central  bank, 
and  the  amount  so  distributed  shall  be  added 
to  the  corresponding  surplus  and  reserve  of 
each  regional  bank  subject  to  payment  into 
the  Treasury  as  miscellaneous  receipts  upon 
liquidation  or  dissolution  of  such  regional 
bank.  Any  allocated  surpluses  and  allocated 
contingency  reserves  then  remaining  shall  be 
distributed  as  allocated  on  the  books  of  the 
bank. 

The  PRESIDING  OFFICER.  The 
question  is  on  agreeing  to  the  amend¬ 


ment  offered  by  the  Senator  from  Dela¬ 
ware. 

Mr.  WILLIAMS.  Mr.  President,  the 
amendment  simply  strikes  out  paragraph 
(c) ,  which  begins  on  page  13  of  the  bill, 
and  inserts  in  lieu  thereof  paragraph  (c) 
of  the  bill  as  it  was  originally  introduced 
in  the  Senate.  The  language  was  recom¬ 
mended  by  the  Director  of  the  Budget 
as  necessary  to  protect  the  interest  of 
the  Government.  Unless  it  is  adopted, 
we  lose  all  rights  to  the  surplus. 

I  think  there  is  one  paragraph  in  the 
testimony  of  Mr.  Smith  before  the  com¬ 
mittee  which  will  very  simply  explain  the 
amendment.  I  read  from  the  testimony 
of  Mr.  Smith,  on  page  79  of  the  printed 
hearings: 

Under  the  bill  before  the  committee  there 
Is  a  difference  in  that  if  the  banks  were 
liquidated,  any  part  of  any  assets  which  rep¬ 
resented  reserves  and  surplus  which  were  in 
existence  at  the  effective  date  of  the  title, 
and  remain  at  the  date  of  liquidation,  would 
be  divided  between  the  Government  and  be¬ 
tween  the  voting  stockholders  of  the  banks 
at  the  date  of  liquidation.  The  basis  of 
distribution  would  be:  If  the  amount  of 
these  surpluses  and  reserves  were  $82  million, 
and  if  at  the  effective  date  of  title  I  the 
Government  capital  in  the  bank  was  88  per¬ 
cent  of  the  total,  the  Government  would 
get  88  percent  of  these  surpluses,  upon  liqui¬ 
dation.  The  balance,  12  percent,  would  be 
paid  to  voting  stockholders  of  the  banks  at 
the  time  of  liquidation. 

The  amendment  may  be  very  simply 
explained  in  this  manner:  There  is  a 
surplus  of  approximately  $82  million  in 
the  corporation  we  propose  to  sell.  In 
the  event  of  any  future  liquidation,  the 
United  States  Government,  which  today 
owns  about  83  percent  of  the  capital 
stock,  would  upon  liquidation  receive  in 
distribution  88  percent  of  the  existing  re¬ 
serves  as  of  the  date  of  the  enactment  of 
the  bill. 

The  amendment  has  no  connection 
with  any  future  reserves  which  may  be 
accumulated  after  the  enactment  of  the 
bill.  Those  reserves  would  go  in  their  en¬ 
tirety  to  future  stockholders.  If  the  re¬ 
serves  were  lost,  the  loss  would  be  sus¬ 
tained  by  the  United  States  Govern¬ 
ment  just  the  same.  But  in  the  event  of 
liquidation  at  any  future  date,  that  por¬ 
tion  of  the  reserves  which  today  is  ap¬ 
plicable  to  the  interest  of  the  United 
States,  which  is  approximately  88  per¬ 
cent,  would  go  to  the  United  States  Gov¬ 
ernment. 

Every  member  of  the  committee  and 
everyone  else  who  urged  the  passage  of 
the  bill  has  said  that  there  will  never  be 
any  liquidation,  and  that  there  is  no 
intention  of  that  happening.  If  that  be 
true,  the  amendment  might  be  useless; 
but  certainly  if  that  be  true  then  there 
can  be  no  objection  to  its  adoption. 

The  only  reason,  as  I  see  it,  why  there 
might  be  objection  to  the  adoption  of 
the  amendment  is  that  at  a  future  time 
someone  might  get  the  thought  in  the 
back  of  his  head  that  it  might  be  desir¬ 
able  to  liquidate  the  bank  and  cut  the 
melon. 

Mr.  President,  on  this  amendment  I 
ask  for  the  yeas  and  nays. 

The  yeas  and  nays  were  not  ordered. 

Mr.  WILLIAMS.  Mr.  President,  I 
again  ask  for  the  yeas  and  nays. 

The  yeas  and  nays  were  ordered. 
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Mr.  AIKEN.  Mr.  President,  as  a  mem¬ 
ber  of  the  subcommittee  which  consid¬ 
ered  the  bill,  I  may  say  that  we  had 
rather  extensive  hearings  on  it.  Every¬ 
one  who  asked  for  a  hearing  was  heard. 
We  considered  all  the  points  raised  in 
favor  of  the  bill,  and  all  the  points  raised 
against  certain  provisions  of  the  bill,  as 
has  been  pointed  out  by  the  Senator  from 
Delaware.  At  least  4  of  the  5  members 
of  the  subcommittee  concluded  that  the 
bill,  together  with  the  single  amend¬ 
ment  which  we  proposed  to  guard  against 
dissipation  of  the  reserve  fund,  should 
be  enacted. 

We  believe  the  bill  will  be  of  great 
benefit  to  agriculture  and  to  the  Govern¬ 
ment.  We  think  there  is  no  better  time, 
and  that  there  is  not  likely  to  be  a  bet¬ 
ter  time,  to  get  the  Government  out  of 
the  banking  business. 

It  is  true  that  the  Government  loaned 
interest-free  money  in  the  1930's  to  the 
Bank  for  Cooperatives,  just  as  interest- 
free  money  was  provided  for  many  other 
persons. 

It  is  true  that  the  Government  in¬ 
vested,  altogether,  about  $178  million. 
About  $31  million  of  that  amount  has 
been  retired.  Under  the  bill,  all  the  rest 
will  have  to  be  retired  in  the  years  to 
come.  Until  it  is  retired,  a  franchise  tax 
must  be  paid  to  the  Federal  Government 
in  lieu  of  interest,  and  nothing  can  be 
added  to  the  reserve  account  until  25 
percent  of  the  earnings  of  the  Bank  for 
Cooperatives,  over  and  above  the  amount 
necessary  to  make  up  for  impaired  cap¬ 
ital  and  the  25  percent  required  for  sur¬ 
plus  account,  has  been  used. 

Mr.  WILLIAMS.  Mr.  President,  will 
the  Senator  yield? 

Mr.  AIKEN.  I  yield. 

Mr.  WILLIAMS.  Will  the  Senator 
from  Vermont  agree  with  me  that  the 
adoption  of  the  amendment  would  not 
in  any  way  affect  the  operations  of  the 
Corporation  except  as  there  might  at 
some  future  date  be  a  liquidation? 

Mr.  AIKEN.  I  do  not  think  it  would. 
I  do  not  believe  there  will  be  any  liqui¬ 
dation,  because  the  Bank  for  Coopera¬ 
tives  certainly  would  not  liquidate  until 
its  reserves  had  been  dissipated  by  losses. 
They  cannot  be  lost,  or  spent  by  melon 
cutting. 

If  a  time  came  when  the  Bank  for 
Cooperatives  had  lost  $31  million,  it 
would  mean  that  the  economy  of  the 
country,  especially  the  agricultural  econ¬ 
omy,  was  in  such  poor  condition  that 
the  Federal  Government  would  have  to 
step  in  anyway. 

The  main  reason  for  transferring  the 
fund  was  that  it  is  not  possible  to  spend 
for  anything  except  to  make  up  losses. 
The  cooperative  organization  must  make 
certain  that  it  does  not  have  to  come  to 
the  Government  again  to  make  up  losses 
in  the  event  it  has  some  bad  years. 

Mr.  WILLIAMS.  Mr.  President,  will 
the  Senator  further  yield? 

Mr.  AIKEN.  I  yield. 

Mr.  WILLIAMS.  Would  not  the  Sen¬ 
ator  from  Vermont  agree  with  me  that 
if  there  were  a  liquidation  at  some  future 
date,  then,  before  the  reserves  had  been 
dissipated,  the  Government  would  be  en¬ 
titled  to  its  88-percent  equity  in  the 
distribution? 


Mr.  AIKEN.  There  is  a  difference  of 
opinion  as  to  that,  because  the  Govern¬ 
ment  never  intended  to  make  a  profit  on 
its  investment  in  the  Bank  for  Coopera¬ 
tives.  Whatever  profit  has  accrued,  has 
accrued  from  overpayments  of  interest 
by  persons  who  have  borrowed  money.  I 
say  “overpayments.”  Probably  the  only 
reason  for  happening  to  have  this 
amount  of  money  is  that  back  in  the  late 
1930’s  many  of  the  cooperatives,  which 
were  borrowers,  were  not  in  a  very  sound 
financial  situation,  and  the  interest  rate 
was  fixed  so  as  to  take  care  of  any  pos¬ 
sible  losses  which  might  have  been  an¬ 
ticipated  at  that  time.  Then  the  war 
came,  and  instead  of  sustaining  losses, 
the  bank  for  cooperatives  received  a 
profit.  But  the  people  who  borrowed  the 
money  are  the  ones  who  were  respon¬ 
sible  for  the  accrual  of  a  surplus. 

I  agree  that  the  Senator  from  Dela¬ 
ware  has  an  argument  on  his  side,  that 
the  question  of  what  to  do  with  the  re¬ 
serve  funds  should  be  weighed.  We  de¬ 
cided  the  best  thing  to  do  was  to  let  the 
banks  for  cooperatives  keep  them,  so 
that  they  would  not  have  to  go  to  the 
Government  in  the  event  of  3  or  4  diffi¬ 
cult  years. 

Mr.  WILLIAMS.  The  Senator  from 
Vermont  will  agree  with  me,  will  he  not, 
that  the  adoption  of  the  amendment  will 
not  force  the  banks  to  get  rid  of  the 
surplus  unless  they  were  liquidating  the 
corporation,  and  that  would  be  at  their 
own  discretion?  The  accumulated  prof¬ 
its  belong  to  the  Government,  if  there 
is  to  be  liquidation,  which  everybody  says 
is  not  intended,  why  should  not  the  Gov¬ 
ernment  get  its  proportionate  part  of  the 
accumulated  dividends? 

Mr.  AIKEN.  If  substantial  equity 
were  left  in  the  fund  in  the  name  of  the 
Federal  Government,  those  who  would 
be  taking  over  the  banks  for  cooperatives 
could  not  take  over  the  financial  insti¬ 
tutions  which  had  been  owned  and  op¬ 
erated  by  the  farm  group.  There  would 
still  be  a  Government  equity  hanging 
over  them.  That  might  not  be  calami¬ 
tous.  In  fact,  I  do  not  think  it  would 
be.  Neither  do  I  see  that  there  would 
be  any  advantage  in  it  if  the  time  should 
come  when  the  banks  for  cooperatives 
should  liquidate.  It  would  mean  that 
the  economy  of  the  country  would  be  in 
pretty  bad  shape,  and  the  Federal  Gov¬ 
ernment  would  have  to  step  in  again  as 
it  did  in  the  thirties. 

Mr.  THYE.  Mr.  President,  I  shall 
have  to  oppose  the  amendment.  It  was 
debated  at  length  in  committee.  A  sub¬ 
committee  had  the  subject  under  con¬ 
sideration  for  many  weeks,  held  public 
hearings,  and  made  a  study  of  it.  The 
subcommittee  made  a  recommendation 
to  the  full  committee.  The  full  commit¬ 
tee  studied  the  recommendations  of  the 
subcommittee,  arrived  at  a  decision,  and 
reported  the  bill  which  is  now  before  the 
Senate. 

If  the  amendment  were  agreed  to,  it 
would  mean  that  the  bill  would  have  to 
go  to  conference.  This  late  in  the  ses¬ 
sion,  the  possibilities  are  that  the  bill 
would  be  lost.  That  is  one  objection  I 
have  to  the  amendment. 

We  must  go  back  into  the  history  of 
the  Farm  Credit  Act.  We  know  that  the 


Federal  land  bank  system  was  created 
by  an  act  in  July  1916.  It  was  amended 
over  the  years,  both  in  1933  and  in  1934. 
A  fund  was  made  available  to  the  farm- 
credit  system  by  an  act  of  Congress  at  a 
time  when  agriculture  was  suffering  from 
an  extreme  depression.  There  was  a 
question  at  that  time  as  to  what  per¬ 
centage  of  the  landowners  of  the  Nation 
would  be  able  to  retain  their  farms  and 
continue  to  be  farm  operators,  and  what 
percentage  would  have  their  farms  fore¬ 
closed  and  watch  insurance  companies 
or  bankers  possess  the  farms  which  they 
had  operated,  and  in  which  they  had  a 
substantial  equity.  Because  of  the  de¬ 
pression,  land  values  went  almost  to 
zero.  Therefore,  a  renewal  of  farmers’ 
loans  was  impossible,  and  foreclosures 
were  inevitable. 

It  was  because  of  such  conditions  that 
Congress  enacted  the  law  and  created 
the  fund  of  the  Farm  Credit  Administra¬ 
tion.  The  Federal  Government  has  not 
lost  a  cent.  The  Federal  Government 
has  had  a  substantial  return  in  pay¬ 
ments.  The  Federal  Government  has 
securities  in  the  sum  of  $150  million  in 
stock.  If  the  bank  were  to  be  liquidated, 
the  Federal  Government  would  be  the 
first  creditor  to  be  paid. 

The  reserve  of  $81,720,000  which  has 
been  mentioned  has  been  built  up  from 
the  earnings  and  interest  paid  by  the 
borrowers,  by  the  farmers  who  have  used 
the  fund.  This  sum  of  more  than  $81 
million  is  a  financial  cushion  which  will 
assure  the  Nation  that  if  agriculture 
should  suffer  any  recession  or  depression 
at  any  future  time,  there  will  be  a 
cushion  which  will  be  capable  of  absorb¬ 
ing  a  few  delinquent  payments  on  the 
loans  which  the  Farm  Credit  Adminis¬ 
tration  has  advanced  to  the  farmers  and 
farm  operators  throughout  the  land. 

The  fund  would  be  a  safety  reliance 
which  would  assure  the  country  that 
there  would  not  be  a  liquidation  of  the 
farm  credit  association  which  was  serv¬ 
ing  a  particular  community. 

I  think  the  subcommittee  which  con¬ 
ducted  hearings  on  the  bill,  and  the  full 
committee  of  the  Senate  which  approved 
the  bill  which  is  now  before  the  Senate, 
were  wise  in  their  decision.  The  distin¬ 
guished  Senator  from  Florida  [Mr.  Hol¬ 
land]  was  the  chairman  of  the  subcom¬ 
mittee  which  conducted  the  hearings. 
There  is  no  member  serving  in  the  Sen¬ 
ate  who  has  a  greater  concern  for  safe¬ 
guarding  the  Treasury  of  the  United 
States  than  has  the  Senator  from 
Florida.  I  know  that  he  not  only  has 
a  judicially  trained  mind,  but  that  he  is 
most  prudent  in  all  of  his  legislative 
work. 

The  Senator  from  Florida  and  the  sub¬ 
committee  members  who  served  with 
him,  after  due  and  lengthy  hearings 
submitted  their  recommendation  to  the 
full  committee.  If  the  Senate  does  not 
adopt  that  recommendation  as  contained 
in  the  bill  now  before  the  Senate,  my 
colleagues  can  be  certain  that  the  bill 
will  be  lost  in  conference  and  there  will 
not  be  the  enactment  of  this  legislation, 
which  would  safeguard  the  future  of  die 
Farm  Credit  Administration. 

Mr.  LANGER.  Mr.  President,  will  the 
Senator  yield? 
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Mr.  THYE.  I  yield. 

Mr.  LANGER.  I  wish  to  commend  the 
Senator  from  Minnesota,  who  under¬ 
stands  the  farm  situation  so  well  in  his 
State  and  in  the  country.  Being  a  farmer 
himself,  and  having  been  a  governor  of 
Minnesota,  and  having  lived  in  Minne¬ 
sota  during  the  thirties,  nobody  is  bet¬ 
ter  qualified  to  speak  on  this  subject 
than  is  the  Senator  from  Minnesota. 

Mr.  THYE.  I  will  say  to  the  Senator 
from  North  Dakota  that  I  probably  know 
the  operating  procedure  of  the  Farm 
Credit  Administration  better  than  I 
would  if  I  had  been  merely  a  borrower. 
I  have  not  been  a  borrower  from  the 
fund,  but  I  was  an  appraiser  for  the 
Federal  land  bank  in  1933,  1934,  and  a 
part  of  1935. 

I  went  from  farm  to  farm  and  lis¬ 
tened  to  the  mothers  and  fathers  who 
had  not  only  operated  their  farms  as 
tenants,  but  had  paid  up  the  total  obli¬ 
gation  owed  on  their  farms.  Through¬ 
out  the  depression  of  the  early  thirties, 
1  year  after  another,  they  could  not 
pay  the  interest  on  their  loans  and  could 
not  meet  their  operating  expenses.  The 
losses  they  suffered  year  after  year 
finally  accumulated  to  such  a  point  that 
the  outstanding  indebtedness  on  their 
respective  farms  would  be  as  much  as 
$3,000,  $4,000,  or  $5,000,  and  they  would 
lose  their  farms.  A  certain  farm  might 
be  worth  as  much  as  $12,000,  $13,000,  or 
$14,000,  but  the  farmer  might  not  be 
able  to  refinance  a  $5,000  mortgage,  and 
foreclosure  was  inevitable.  It  was  com¬ 
mon  to  see  sheriffs  proceeding  to  sell 
farms  in  order  to  try  to  satisfy  creditors. 

What  would  have  happened  if  the  land 
bank  had  not  been  in  existence  and  if 
the  Farm  Credit  Administration  had  not 
been  in  existence,  and  if  the  Congress 
in  1933  had  not  provided  the  fund  which 
was  known  as  the  “Commissioners 
Fund,”  and  which  was  used  in  the  form 
of  second  mortgages  to  the  land-bank 
loans? 

If  it  had  not  been  for  that  act  in  the 
farm  credit  field,  the  farm  families 
would  not  have  been  on  the  farms  when 
we  escaped  from  the  agricultural  depres¬ 
sion  of  the  early  1930’s,  and  out  of  which 
we  emerged  only  because  of  the  changed 
economic  conditions  brought  about  by 
World  War  II.  If  during  the  depression 
we  had  not  had  the  kind  of  farm  credit 
system  that  is  provided  for  in  the  pend¬ 
ing  bill,  today  there  would  be  far  fewer 
families  on  the  farms;  instead,  great 
numbers  of  the  farms  would  now  be 
controlled  by  insurance  companies, 
banks,  or  financiers  who  had  the  means 
to  buy  farms  at  sacrifice  sales.  As  a  re¬ 
sult  of  that  process,  today  there  would 
be  tenants,  rather  than  owners,  on  many 
of  the  farms. 

It  is  for  that  reason  that  I  wish  to  see 
the  $81  million  remain  as  a  financial 
cushion,  so  to  speak,  so  that  if  there  is 
another  depression — and  of  course  that 
is  possible,  although  today  financial 
conditions  are  greatly  improved  over 
what  they  were  in  those  days,  despite  the 
fact  that  today’s  situation  is  not  so  good 
as  I  should  like  it  to  be — that  fund  can 
be  called  upon,  so  as  to  take  care  of  the 
situation  in  case  of  default  on  certain 
loans.  If  that  financial  cushion  remains 


available,  then  if  some  loans  are  in  de¬ 
fault,  the  associations  which  borrowed 
the  money  will  not  be  liquidated  because 
of  inability  to  repay  the  central  bank. 

Furthermore,  the  Government  has  not 
lost  one  penny  in  this  operation.  This 
fund  is  not  one  which  we  consider  be¬ 
longs  to  the  Government,  because  the 
fund  has  been  created  from  the  excess 
interest  rates  which  have  been  paid  on 
the  loans,  going  back  to  1934. 

Mr.  LANGER.  Mr.  President,  will 
the  Senator  from  Minnesota  yield  to  me? 

The  PRESIDING  OFFICER  (Mr.  Mon- 
roney  in  the  chair).  Does  the  Senator 
from  Minnesota  yield  to  the  Senator 
from  North  Dakota? 

Mr.  THYE.  I  yield. 

Mr.  LANGER.  At  the  time  to  which 
the  Senator  from  Minnesota  has  re¬ 
ferred,  the  Governor  of  Minnesota  was 
Floyd  Olson.  At  that  time  the  Legisla¬ 
ture  of  Minnesota  almost  unanimously 
voted  for  a  moratorium.  The  legality  of 
the  moratorium  was  contested,  and  the 
case  went  to  the  Supreme  Court,  and  the 
Supreme  Court  sustained  the  legality  of 
the  moratorium. 

In  North  Dakota  we  had  a  moratorium 
too,  although  at  first  it  was  not  the  same 
kind  of  moratorium,  because  the  North 
Dakota  Legislature  was  not  then  in  ses¬ 
sion.  But  a  little  later  the  North  Dakota 
Legislature  passed  such  a  moratorium. 

Mr.  AIKEN.  North  Dakota  had  a  so- 
called  “pitchfork  moratorium”  in  those 
days. 

Mr.  LANGER.  In  Nebraska  and  in 
Kansas,  Minnesota’s  example  was  fol¬ 
lowed,  by  declaring  constitutional  mora¬ 
toriums. 

The  Senator  from  Minnesota  is  en¬ 
tirely  correct  in  the  statements  he  has 
made  about  the  conditions  which  existed 
at  that  time.  I  did  not  know  he  had  been 
an  appraiser;  but  certainly  the  apprais¬ 
ers  knew  the  conditions  which  existed. 

Mr.  THYE.  Mr.  President,  I  helped 
organize  the  first  production  credit  as¬ 
sociation  which  was  set  up  in  Minnesota, 
and  it  is  still  operating  and  is  still  sound, 
and  is  serving  the  credit  needs  of  the 
farmers  within  the  association. 

The  Senator  from  North  Dakota  has 
referred  to  the  moratoriums.  In  some 
communities  there  were  so-called  mora¬ 
toriums  which  were  not  very  commend¬ 
able — I  refer  to  those  which  the  farmers 
organized,  defying  the  sheriffs  who  at¬ 
tempted  to  conduct  sheriff’s  sales  on  the 
properties.  Many  times  the  sheriffs  were 
forced  to  vacate  the  premises  and  not 
conduct  the  sales. 

In  the  winter  of  1934,  when  the  North¬ 
west  was  covered  with  5  or  6  inches  of 
snow,  I  went  forth  and  appraised  for  the 
emergency  applications  for  loans,  under 
the  farm  credit  bank,  because  there 
were  sheriff’s  sale  notices  on  the  prop¬ 
erties.  So  the  land  was  appraised  even 
though  it  had  many  feet  of  snow  on  it. 
That  was  done  in  order  to  make  certain 
that  the  loans  could  be  granted  before 
the  sheriff  sold  the  property. 

The  $81  million  fund  which  is  under 
discussion  amounts  to  more  than  mere 
dollars  and  cents.  It  has  been  said  that 
the  $81  million  should  revert  to  the  Fed¬ 
eral  Government.  However,  that  money 
belongs  more  to  the  farmers  who  accu- 
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mulated  it  in  order  to  have  it  available 
for  use  in  connection  with  the  function¬ 
ing  of  these  credit  institutions.  But  de¬ 
spite  that  fact,  it  was  found  that  the 
money  could  not  be  given  back  to  the 
farmers.  Therefore,  the  best  judgment 
of  the  committee  was  that  the  fund 
should  be  retained,  so  that  if,  in  the  case 
of  various  associations,  some  loans 
should  be  in  default,  this  $81  million  fund 
would  be  available  as  a  financial  reserve 
in  connection  with  the  operations  of  the 
Farm  Credit  Administration. 

Mr.  LANGER.  In  one  case  the  com¬ 
missioner’s  loans  took  care  in  North 
Dakota  of  $21  million  of  loans  which 
were  in  that  very  situation.  I  mention 
this  one  instance  to  emphasize  the  won¬ 
derful  job  that  farm  credit  did  for  the 
f aimers  of  North  Dakota. 

Mr.  THYE.  Mr.  President,  I  shall  not 
take  further  time  of  the  Senate. 

Again  I  wish  to  commend  the  Senator 
from  Florida  [Mr.  Holland],  the  chair¬ 
man  of  the  subcommittee,  for  the  very 
able  job  he  did  in  bringing  this  recom¬ 
mendation  to  the  full  committee,  which 
accepted  it. 

Mr.  President,  the  pending  bill  is  a 
sound  one.  If  Senators  wish  to  delay 
enactment  of  the  bill  until  a  later  ses¬ 
sion,  let  them  vote  for  the  amendment; 
for  if  the  amendment  is  adopted  at  this 
time,  it  will  certainly  prevent  passage 
of  the  bill  and  its  final  enactment  during 
this  session. 

Mr.  HOLLAND.  Mr.  President,  first 
I  wish  to  say  I  am  very  much  indebted 
to  the  Senator  from  Minnesota  for  his 
kind  remarks  about  me.  I  wish  I  could 
feel  I  merited  them. 

Second,  let  me  say  that  what  is  being 
discussed  now  is  a  complete  change  of 
policy  from  that  existing  when  the  Farm 
Credit  Administration  was  set  up  during 
the  great  depression.  We  do  not  have  to 
guess  about  it,  because  in  the  case  of 
the  land  banks — which  had  more  money 
invested  out  of  capital  belonging  to  the 
Government  than  did  the  banks  for  co¬ 
operatives — the  surpluses,  which  were 
larger  than  the  ones  with  which  we  are 
now  dealing,  were  allowed  to  remain 
where  they  should  be,  namely,  in  the 
banks  themselves,  when  the  farmers 
took  over  control  of  the  banks. 

Furthermore,  in  the  case  of  these  very 
institutions,  at  times  the  Goverment  has 
had  more  capital  invested  in  them  than 
it  has  now.  When  the  capital  was  paid 
off — and  I  believe  that  approximately 
$30  million  has  been  paid  off — there  was 
no  question  of  interest,  and  there  never 
has  been  a  question  of  interest,  because 
the  Government  went  into  the  situation 
in  an  effort  to  stabilize  a  declining  agri¬ 
culture  all  over  the  Nation. 

In  1953,  for  the  first  time,  these  in¬ 
stitutions  were  so  strong  that  Congress 
in  its  wisdom  thought  they  should  begin 
to  pay  to  the  Federal  Government  some 
interest  on  these  advancements.  By 
means  of  the  so-called  franchise  tax, 
Congress  prescribed  the  standard  for 
those  payments.  I  have  said  that  last 
year  the  banks  for  cooperatives  paid  a 
little  more  than  $1  million  on  that  tax — 
or  not  quite  1  percent;  and  this  year 
they  have  paid  $1,600,000,  or  a  little 
more  than  1  percent. 
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But  my  point  is  that  that  was  the  rate 
set  by  us  as  the  one  to  be  paid  on  the  bor¬ 
rowed  Government  capital.  The  sur¬ 
pluses  were  created  out  of  the  sweat  and 
toil  of  those  who  worked  in  the  depres¬ 
sion  years;  they  paid  higher  interest 
rates  than  were  necessary,  in  order  to 
make  sure  that  those  institutions,  which 
the  Government  had  given  them,  and  for 
which  they  were  grateful,  would  not  be 
weak,  but  would  have  some  surplus.  So 
they  knowingly  paid  higher  interest  rates 
than  were  required  for  administration 
purposes,  because  they  wanted  the  insti¬ 
tution  to  be  strong  and  to  have  some 
reserves. 

Mr.  LANGER.  Mr.  President,  will  the 
Senator  from  Florida  yield  to  me? 

Mr.  HOLLAND.  I  yield. 

Mr.  LANGER.  Is  it  not  true  that  that 
program  saved  hundreds  and  hundreds 
of  banks  which  had  loaned  money  to 
farmers?  When  the  loans  were  ordered 
by  the  bank  examiners  to  be  paid,  if  it 
had  not  been  for  the  land  commissioner 
loans,  the  banks  would  have  had  to  close. 

Mr.  HOLLAND.  Of  course  that  is  cor¬ 
rect,  and  I  thank  the  Senator  from  North 
Dakota  for  his  contribution. 

Mr.  LANGER.  In  that  way,  thousands 
of  small  banks  all  over  the  country  were 
saved  from  becoming  insolvent. 

Mr.  HOLLAND.  I  thank  the  Senator 
from  North  Dakota. 

Mr.  President,  this  amendment  was  in 
the  bill  when  it  came  before  us.  We 
knew  where  the  amendment  came  from, 
and  that  fact  was  developed  in  the  hear¬ 
ings.  The  amendment  came  from  a  de¬ 
mand  by  the  Bureau  of  the  Budget. 

Mr.  President,  I  am  glad  we  have  an 
agency  which  is  cautious  and  which  looks 
at  things  through  bankers’  eyes;  and  I 
think  it  is  an  asset  for  the  Government 
to  have  such  an  agency.  I  am  not  falling 
out  with  that  agency,  but  I  would  fall 
out  with  the  Congress  if  it  voted  to  de¬ 
stroy  the  basis  of  the  strength  required 
for  the  maintenance  of  these  institutions 
from  the  time  when  they  were  set  up.  If 
Congress  now  were  to  say,  “We  should 
have  charged  you  interest  then,  and  now 
we  will  charge  you  more  interest,  and 
will  require  you  pay  it  out  of  the  fund  you 
created  during  the  bad  years,  when  you 
charged  yourselves  interest  at  a  higher 
rate  than  that  required  for  the  making 
of  your  payments  under  the  franchise 
tax.” 

Mr.  President,  Senators  can  figure  it 
out  for  themselves,  and  can  see  that  we 
would  then  be  requiring  the  payment  of 
twice  as  much  interest  as  would  have 
been  required  during  those  years. 

Now,  at  a  time  when  we  are  trying  to 
restore  these  institutions  to  private 
hands,  it  is  proposed  to  go  back  and  say, 
“We  ought  to  have  charged  interest  back 
there,  and  we  are  going  to  charge  you 
now,  out  of  the  surplus  fund  created 
through  those  bad  years,  more  interest 
than  you  are  now  being  required  to  pay 
under  the  franchise  tax.”  We  would  be 
charging  more  than  twice  as  much  in¬ 
terest  against  that  operation  back  in 
those  distressing  years. 

I  have  not  the  faintest  idea  that  any 
Members  of  the  Senate  would  vote  for 
the  amendment  if  he  understood  that  it 


involves  the  suggestion  that  we  reverse 
the  policy  of  the  Government,  change 
the  philosophy  of  all  those  who  have 
supported  the  system,  and  be  guided 
solely  by  the  overcautious,  overeconom- 
ically  minded  attitude  of  the  Bureau  of 
the  Budget,  which  desires  to  substitute 
the  attitude  of  the  banker  for  the  atti¬ 
tude  of  a  Government  which  was  trying 
to  help  agriculture  in  this  Nation  at  a 
time  when  it  was  prostrate  and  needed 
help. 

I  hope  the  amendment  of  the  Senator 
from  Delaware  will  be  rejected. 

The  PRESIDING  OFFICER.  The 
question  is  on  agreeing  to  the  amend¬ 
ment  offered  by  the  Senator  from  Dela¬ 
ware  LMr.  Williams]  on  which  the  yeas 
and  nays  have  been  ordered. 

Mr.  WILLIAMS.  Mr.  President,  I 
shall  not  delay  the  Senate  on  this  mat¬ 
ter. 

The  point  has  been  made  that  if  the 
amendment  is  adopted  it  will  represent 
a  complete  reversal  in  the  Government’s 
policy.  I  take  exception  to  that  state¬ 
ment  because  there  can  be  no  reversal. 
There  is  no  policy.  This  is  the  first  time 
we  have  ever  voted  on  the  question  of 
whether  we  will  sell  the  cooperative 
banks.  Therefore  there  is  no  policy  on 
the  question  of  whether  they  should  be 
sold  or  not. 

Furthermore,  the  bill  as  it  is  written 
does  not  affect  in  the  slightest  the  farm 
credit  loans  made  under  the  Federal  land 
banks,  Farmers’  Home  Administration, 
or  the  Commissioner’s  loans,  which  were 
so  eloquently  defended  by  the  Senator 
from  Minnesota  [Mr.  ThyeL  Neither 
the  bill  nor  the  amendment  affects  that 
type  of  loan. 

You  cannot  escape  the  fact  that  what 
we  are  voting  upon  is  the  question  of 
making  an  outright  gift  of  $72  million  to 
this  group  of  cooperatives  plus  loaning 
them  another  $150  million  interest  free 
for  the  next  10  or  15  years. 

The  bill  proposes  the  sale  of  the  Gov¬ 
ernment  corporation  of  which  the  cap¬ 
ital  stock  is  $170  million.  Of  that  $170 
million,  the  Government  owns  $150  mil¬ 
lion,  and  $20  million  is  owned  by  the 
cooperative  banks. 

In  addition  to  that  stock,  there  is  an 
accumulated  surplus  of  $82  million  plus. 
That  surplus  belongs  to  the  stockholders 
by  any  line  of  reasoning. 

The  proposal  under  the  bill  which  is 
not  affected  by  the  amendment  is  that 
the  Government,  by  selling  the  $150  mil¬ 
lion  stock,  will  accept  at  par  value,  share 
for  share,  class  A  stock,  which  is  non¬ 
voting  and  noninterest  paying — no  divi¬ 
dend  can  be  paid  on  it — and  is  redeem¬ 
able  by  the  agencies,  which  have  the 
option  of  buying  it  over  a  period  of  10 
years,  15  years,  or  perhaps  20  years. 
During  that  period  they  get  the  use  of 
the  money  free. 

In  addition  to  that,  without  this 
amendment  the  bill  gives  to  the  same 
buyers  of  the  stock  100  percent  of  the 
Government’s  right  in  the  $82  million 
accumulated  surplus,  which  amounts  to 
about  $711/4  million. 

The  amendment  which  I  have  offered 
merely  proposes  that  in  the  event  of  any 
future  liquidation,  the  United  States 


Government  would  recover  its  propor¬ 
tionate  part  of  the  accumulated  surplus 
which  was  accumulated  prior  to  its 
liquidation.  What  is  wrong  with  that? 

There  is  nothing  in  the  bill  which 
would  prevent  this  group,  if  they  so  de¬ 
cided,  from  legally  dissolving  the  cor¬ 
poration  and  distributing  the  $82  million 
to  the  stockholders  as  a  melon.  It  can 
be  done  by  calling  the  Government  stock 
at  par. 

I  do  net  say  that  will  be  done.  Every 
member  of  the  committee  has  testified  it 
will  not  be  done.  However,  I  say  it  is 
legally  possible  under  the  bill  to  do  that 
unless  the  amendment  I  have  offered  is 
written  into  the  bill.  If  the  fund  is  liq¬ 
uidated,  certainly  the  Government  has 
a  right  to  its  $70  million.  The  defeat 
of  the  amendment  will  amount  to  an 
outright  gift  of  $70  million. 

I  ask  for  a  vote  on  the  amendment. 

The  PRESIDING  OFFICER.  The 
question  is  on  the  amendment  of  the 
Senator  from  Delaware  [Mr.  Williams]. 
On  this  question  the  yeas  and  nays  have 
been  ordered,  and  the  clerk  will  call 
the  roll. 

The  legislative  clerk  called  the  roll. 

Mr.  CLEMENTS.  I  announce  that 
the  Senator  from  Delaware  [Mr.  Frear], 
the  Senator  from  Massachusetts  [Mr. 
Kennedy],  and  the  Senator  from  North 
Carolina  [Mr.  Scott]  are  absent  on  offi¬ 
cial  business. 

The  Senator  from  Texas  [Mr.  John¬ 
son]  is  absent  by  leave  of  the  Senate  be¬ 
cause  of  illness. 

I  further  announce  that  if  present  and 
voting,  the  Senator  from  Texas  [Mr. 
Johnson]  and  the  Senator  from  North 
Carolina  [Mr.  Scott]  would  each  vote 
“nay.” 

Mr.  SALTONSTALL.  I  announce 
that  the  Senator  from  Wyoming  [Mr. 
Barrett]  is  absent  because  of  illness  in 
his  family. 

The  Senator  from  Kansas  [Mr. 
Schoeppel]  is  necessarily  absent. 

The  Senator  from  New  Hampshire 
[Mr.  Bridges]  is  detained  on  official 
business. 

The  result  was  announced — yeas  9, 
nays,  80,  as  follows: 


YEAS— 9 


Beall 

Goldwater 

Payne 

Bush. 

Jenner 

Robertson 

Byrd 

Malone 

NAYS— 80 

Williams 

Aiken 

George 

McNamara 

Allott 

Gore 

Millikin 

Anderson 

Green 

Monroney 

Barkley 

Hayden 

Morse 

Bender 

Hennings 

Mundt 

Bennett 

Hickenlooper 

Murray 

Bible 

Hill 

Neely 

Bricker 

Holland 

Neuberger 

Butler 

Hruska 

O’Mahoney 

Capehart 

Humphrey 

Pastore 

Carlson 

Ives 

Potter 

Case,  N.  J. 

Jackson 

Purtell 

Case,  S.  Dak. 

Johnston,  S.  C. 

Russell 

Chavez 

Kefauver 

Saltonstall 

Clements 

Kerr 

Smathers 

Cotton 

Kilgore 

Smith,  Maine 

Curtis 

Knowland 

Smith,  N.  J. 

Daniel 

Kuehel 

Sparkman 

Dirksen 

Langer 

Stennis 

Douglas 

Lehman 

Symington 

Duff 

Long 

Thurmond 

Dworshak 

Magnuson 

Thye 

Eastland 

Mansfield 

Watkins 

Ellender 

Martin,  Iowa 

Welker 

Ervin 

Martin,  Pa. 

Wiley 

Flanders 

McCarthy 

Young 

Fulbright 

McClellan 
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Barrett 

Bridges 

Frear 
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NOT  VOTING— 7 


Johnson,  Tex. 

Kennedy 

Schoeppel 


Scott 


So  Mr.  "Williams’  amendment  was 
rejected. 

The  PRESIDING  OFFICER.  The  bill 
is  open  to  further  amendment. 

Several  Senators.  Vote!  Vote! 

The  PRESIDING  OFFICER.  If  there 
be  no  further  amendment  to  be  proposed, 
the  question  is  on  the  engrossment  of 
the  amendment  and  the  third  reading 
of  the  bill. 

The  amendment  was  ordered  to  be  en¬ 
grossed  and  the  bill  to  be  read  a  third 
time. 

The  bill  was  read  the  third  time  and 
passed. 


PUBLIC  COMMENT  ON  THE  POSTA: 

FIELD  SERVICE  COMPENSATION 

ACT  OF  1955 

Mr.  CARLSON.  Mr.  President,  dur¬ 
ing  the  discussion  that  preceeded  the 
passage  and  signing  into  law  of  the 
Postal  Field  Service  Compensation  Act 
of  1955  (S.  2061),  many  unfair  state¬ 
ments  were  made.  Some  of  these  were 
against  the  Postmaster  General  of  the 
United  States,  the  Honorable  Arthur  E. 
Summerfield. 

Now  that  the  passage  of  the  law  is  his¬ 
tory,  I  think  it  only  fair  that  a  more  ob¬ 
jective  view  be  recorded.  Letters  and 
telegrams  have  been  received  in  the  office 
of  the  Postmaster  General  from  all 
ranks  and  grades  of  postal  employees. 
They  expressed  their  appreciation  to  the 
Postmaster  General  for  the  courageous 
and  unwavering  stand  he  had  taken 
in  behalf  of  all  postal  employees. 

The  employee  magazines  of  the  Na¬ 
tional  Association  of  Rural  Letter  Car¬ 
riers,  the  National  Association  of  Post¬ 
masters,  the  National  League  of  Post¬ 
masters,  and  the  National  Association  of 
Postal  Supervisors  have  been  loud  in 
their  praise  of  the  Postmaster  General 
and  his  supporters  in  both  Houses  of  the 
Congress. 

The  leadership  of  the  National  Asso¬ 
ciation  of  Special  Delivery  Messenger; 
has  been  equally  generous  in  its  suppo; 
of,  and  admiration  for,  the  present 
ministration  of  the  Post  Office. 

For  example,  here  is  a  statement  by 
Raymond  V.  McNamara,  president  of  the 
National  Association  of  Postmasters, 
which  appeared  in  the  July  issue  of  the 
Postmasters’  Gazette:  / 

This  Is  Indeed  Our  Finest  Hour 

Never  in  the  history  of  tne  National  Asso¬ 
ciation  of  Postmasters  or  the  United  States 
have  such  benefits  accnned  to  the  Individual 
members  as  those  provided  for  in  the  salary 
legislation  which  Bfesident  Dwight  Eisen¬ 
hower  signed  into/law  on  June  10. 

The  far-reaciyng  consequences,  as  they 
apply  to  the  iadividual  postmasters  of  the 
Nation,  are  known  to  you  all.  Almost  with¬ 
out  exceptio^  every  man  and  woman  charged 
with  the  ^responsibility  of  administering  a 
post  officii  large  or  small,  has  at  long  last 
had  th>(t  responsibility  recognized  by  his 
Government.  This  recognition,  so  merited, 
has  )w;en  too  long  delayed. 

any  worked  for  the  successful  passage 
ofi'this  liberal  legislation  and  to  each  must 
go  a  measure  of  credit.  However,  you,  the 
/beneficiaries,  have  your  Postmaster  General, 


the  Honorable  Arthur  Summerfield,  more 
than  any  other  person  to  thank  for  your  new 
found  status  which  means  so  much  to  all 
of  us. 

In  Arthur  Summerfield.  the  postmasters  of 
the  United  States  have  found  a  champion 
who  placed  principle  above  all  else  and 
fought  our  fight  for  weeks  without  end  in 
the  corridors  and  the  hearing  rooms  in  the 
Nation’s  Capitol. 

Over  the  years,  others  had  acknowledged 
the  justification  of  our  premise  that  our 
responsibilities  as  postmasters  were  inade¬ 
quately  compensated.  Similar  legislation 
was  introduced,  but  when  opposition  de¬ 
veloped  of  any  size,  our  patrons  succumbed 
to  political  expediency  and  the  pressures  of 
numerically  larger  groups. 

Following  that  pattern,  Arthur  Summer- 
field  could  have  turned  his  back  on  us,  justi¬ 
fying  his  stand  on  precedent.  But  no,  he 
chose  to  espouse  our  cause  and  wage  an  un¬ 
relenting  campaign  on  our  behalf.  He  chose 
not  to  yield  to  the  pressures  W'hich  sought 
kto  smother  him  from  many  sides.  He  fought 
courageously  for  a  principle  in  which  he  be¬ 
llied  with  all  his  heart.  He  chose  to  ignore 
thX  dictates  of  political  expediency  that 
riglAjnight  triumph.  In  so  doing  he  crossed 
lanceAwith  formidable  antagonists,  but  he 
never  Smelled.  He  campaigned  as  a  dedn 
cated  champion  on  behalf  of  thousands  /if 
little  peopk  whose  welfare  he  had  swor yt.  to 
uphold  and\mprove. 

Never  in  okr  days  will  a  greaten/friend 
appear  to  stank  with  us.  To  me  and  your 
other  national  officers  he  gave  cou/age  when 
all  semed  lost,  wtoiout  him,  we/could  have 
accomplished  little\  With  hiijff  we  accom¬ 
plish  much. 

How  can  we  show  kur  sincere  gratitude 
to  this  man,  known  peA^fally  to  so  few  of 
us,  but  loved  by  so  many; 

If  Arthur  Summerfield  Nvere  asked  that 
question,  I  feel  certain  that  there  would 
be  but  one  answer, /Be  the  v^ffy  best  post¬ 
master  to  your  con/munity  and  ygur  country 
that  you  can.’ 

Until  that  epochal  day  when  "president 
Eisenhower  signed  our  salary  bill,  tire  scales 
hung  in  ouir  favor.  We  were  givin^^nore 
than  we  wrfre  receiving.  A  pen  stroke\has 
balanced  / the  scales  and  forever  we  imist 
maintain  that  balance  by  industriously  ii 
proving  ourselves,  our  offices  and  our  serviced 

Your  national  officers  would  be  bereft 
of  /Sride,  indeed,  if  we  knew  no  elation  in 
oyfr  association’s  great  victory.  Yet,  humbly 
?e  know  that  our  labors  were  spent  for  the 
rfinest  group  of  American  citizens  and  public 
servants  in  our  glorious  land.  “This  is  in¬ 
deed  our  finest  hour.” 

On  page  13  of  the  same  issue,  Arthur 
V.  Smith,  editor  of  the  Postmasters  Ga¬ 
zette,  in  an  editorial  entitled  “Joy  in  the 
Post  Office,”  has  this  to  say: 

There  is  reason  for  joy  among  postmasters 
and  all  other  postal  field  personnel,  about  the 
pay  raise  to  be  cited  hereafter  as  the  “Postal 
Field  Service  Compensation  Act  of  1955.” 

It  is  the  culmination  of  many  years  of 
striving  and  hoping  by  the  National  Associa¬ 
tion  of  Postmasters  which  had  caused  the 
introduction  of  many  similar  measures  de¬ 
signed  to  place  postmasters’  salaries  in  proper 
relationship  to  the  salaries  of  the  people 
they  supervise. 

The  association’s  proposals  usually  were 
In  separate  measures,  and  because  we  are 
a  relatively  small  group.  Congress  gave  us 
no  special  attention  in  a  salary  bill  of  our 
own,  although  the  Members  generally  agreed 
that  adjustments  should  be  made. 

The  old  postal  salary  structure  had  become 
what  Postmaster  General  Summerfield  called 
a  “patchwork  which  stifled  incentive,  im¬ 
posed  serious  injustices  on  employees,  and 
interfered  with  service  efficiency.”  In  many 
formal  reports  based  on  extensive  studies. 


President  Eisenhower,  the  Postmaster  Ger 
eral,  the  Civil  Service  Commission,  the  Hrc>- 
ver  Commission,  and  the  Advisory  Council  to 
the  Senate  Post  Office  and  Civil  Servic^Com- 
mittee  have  recommended  a  complete  new 
system  very  much  like  the  measure/that  has 
been  signed  into  law. 

In  approving  the  bill  President  Eisenhow¬ 
er  said  the  new  law  "represents  the  great¬ 
est  forward  step  for  our  postal  employees  in 
more  than  a  century.”  Editorials  in  the 
country’s  leading  newspapers,  and  the  opin¬ 
ions  of  personnel  expertvfin  and  out  of  Gov¬ 
ernment  agree  with  J/ie  President’s  com¬ 
ment. 

We  predict  this  yfew  salary  law  will  be¬ 
come  the  “bill  ofyTights”  of  postal  person¬ 
nel.  That  is  what  many  called  the  reclas¬ 
sification  act  o y  1945,  although  when  it  was 
enacted  there/were  a  few  who  said  that  it 
might  take  iome  rights  away  from  them. 
They  wereywrong  just  as  we  believe  they  are 
wrong  in/their  appraisal  of  the  new  law. 

Postmasters  should  be  eternally  grateful 
to  Postmaster  General  Summerfield,  Assist- 
ans  Postmasters  General  Abrams  and  Lyons 
ancf  their  staffs  for  the  long  months  of  study 
ajfti  work  in  preparing  and  perfecting  the 
legislation  and  especially  for  their  earnest 
’and  unwavering  support  of  its  principles. 
Without  their  persistence  and  unflagging  ac¬ 
tivity  Congress  would  have  rejected  the  re¬ 
classification  feature  entirely. 

The  outstanding  accomplishment  which 
the  legislation  will  achieve,  it  is  generally 
agreed,  is  the  acceptance  of  the  principle 
of  equal  pay  for  equal  work.  It  abandons 
the  across-the-board  method  which  has  dis¬ 
torted  salaries  in  the  past.  It  recognizes 
that  a  pay  increase  should  be  on  a  percent¬ 
age  basis,  applicable  to  all  alike. 

In  a  statement  issued  immediately  after 
President  Eisenhower  signed  the  bill,  Post¬ 
master  General  Summerfield  said  he  was 
particularly  grateful  to  those  postal  organi¬ 
zations  which  offered  their  complete  cooper¬ 
ation  at  the  beginning  of  the  year  in  the 
development  and  enactment  of  the  program. 

We  are  confident  that  the  Department  will 
administer  the  new  law  with  care  and  fair¬ 
ness  and  with  the  rights  of  everyone  in  mind. 
In  addition  to  more  pay,  all  of  us  will  have 
greater  incentive  to  improve  ourselves  and 
to  give  better  mail  service  to  the  American 
people. 

Whatever  imperfections  or  inequities  may 
levelop  under  fair  and  able  administration 
ok  the  law  can  be  rectified  by  another  Con¬ 
grats;  but  to  the  Members  of  this  Congress, 
whoNorrectly  appraised  our  needs,  we  are 
gratenil  for  what  they  have  done  for  us 
and  tlNjiostal  service. 

In  theNluly  issue  of  the  Postal  Super- 
viser,  Michael  C.  Nave,  president  of  the 
National  Association  of  Postal  Super¬ 
visors,  issuecrvthe  following  statement 
of  gratitude  ami  praise: 

At  8  a.  m.,  June^l,  1955,  President  Dwight 
D.  Eisenhower,  without  fuss  or  fanfare,  in  the 
quiet  of  his  study,  affixed  his  signature  to  the 
Postal  Field  Service  Ocmpensation  Act  of 
1955.  In  announcing  hi^epproval  of  the  pay 
measure  the  President  saickthe  legislation  is 
“the  greatest  forward  step  fos  our  postal  em¬ 
ployees  in  more  than  a  century.” 

It  was  an  historic  event  thak  for  the  Na¬ 
tional  Association  of  Postal  Supeniisors,  wrote 
a  glorious  finis  to  its  most  sought  and 
cherished  objective.  It  ended  a  cnVse  for  a 
phantom  that  for  more  than  10  look  years 
defied  capture.  As  time  is  reckoned,  itaiems 
ages  ago  that  we  started  on  our  quest  nor  a 
realistic  reclassification  of  postal  supervisory 
salaries,  little  realizing  at  the  time  what  m 
epochal  adventure  we  were  really  embarking> 
upon.  None  expected  as  easy  rosy  road,  but 
no  one  expected  either  the  many  bitter  dis¬ 
appointments  and  heartbreaking  reverses 
which  for  more  than  a  decade  it  fell  to  our 
lot  to  endure.  But  adversities  only  served  to 


OFFICE  OF  BUDGET  A 
(For  Department  Sta 


_ _ 3 

FINANCE 
Only) 


CONGRESSIONAL 
PROCEEDINGS/ 


INTEREST  TO  THE  DEPARTMENT  OF  AGRICULTURE 


CONTENTS 


Issued  August  2,/l955 
For  actions  of  August  V3  1955 
84th-lst,/flo.  131 


Annuities  •  ••\28 

Appropriations  ....... 

Auditorium. . ...... .1^ 

Banking  and  currency. . .7,8 
Budget... . . 19 

ccc . 1 

Conservation. •*•«... .22,39 

Dairy  industry. ..... .15,1+2 

/  sfense  production. .... .29 

economic  development ... .23 

Education. .18 
Electrification. .  .32,1+1 ,1+7 
Experiment  stations .... .25 

Extension  work. . . . 2l+ 

Fertilizer. . . ,37 

Flammable  fabrics . ,11 


For  Highlights  see  page  7» 


Flood  control ........... «35 

Food  additives. . .....13 

Forests .17,22 

Housing, . •••••••••  .21 

surance. . ............. .28 


or, 
Larins 
LeavL, 
Legis 
Loans , 
Low  inc 


farm . . .l+S 

public . . .6 

annual  .1+0 

tive  program . .3' 

arm. ....... .2,21,1 

e  farmers. .....«2l+ 


Marketing  •  . . . /.  .26 

Pay,  executive  .28 

Personnel. . .  V..1+, 28, 30,1+0,51 
Prices ,  farm.  4. .  •  , ....  .12 

grain • ....... .....  12  ^  3 1 

/ 


Property,  /..••••••••••• .50 

Reclamation. .... .  .10,1+1 ,1+7 

Reorganization . .  .ll+,38 

Research. ....... . .18,25,50 

Retirement •••.»••••....  .28 

,  Cds . U3,h9 

Security* ..............  .J4O 

‘Suffrage ............... .23 

Sugar . . . .20 

Textiles . . . . 11,1+5 

Tobacco.  .3,1+6 

Trade,  foreign. ......... .7 

Travel  allowances . • • . • .*51 

Water  compact. . ...9,1+1+ 

Wheat ,  CCC . . 3l+ 

Wildlife  conservation  3^,36 


0 


HOUSE 


1.  CCC  BORROWING  POWER.  Passed  without  amendment  S.  26 04,  to\increase  the  borrowing 
power  of  CCC  from  ‘ply  billion  to  12  billion  (pp,  10960-1);,  This  bill  will  now 
be  sent  to  the  Pres; 


2.  FARIT  CREDIT.  Concurred  in  the  Senate  amendment  to  H.  R.  5168,  to  provide  for 

retirement  of  the  Government  capital  in  certain  institutions  operating  under  FCA 
supervision  and  to  increase  borrower  participation  in  the  management  and  control 
of  the  Federal  Farm  Credit  System  (p.  11016).  This  bill  will  now  be  sent  to  the 
President. 


3.  TOBACCO  ./Passed  without  amendment  S.  2295,  to  provide  that,  in  establishing  farm 
acreage  allotments  for  bur ley  tobacco  crops  for  1956,  1957,  and  1958,  the  acreage 
allotment  for  any  farm  which  has  not  been  retired  from  agricultural  production 
shall  not  be  reduced  below  the  acreage  allotment  which  would  otherwise  be  estab¬ 
lished  unless  the  acreage  harvested  was  less  than  50$  of  the  allotted  acreage  in 
/ach  of  the  preceding  5  years,  in  which  event  it  shall  not  be  reduced  to  less\ 

/ than  the  largest  acreage  harvested  in  any  year  in  such  5-year  period  (p.  11024).. 

Z  This  bill  will  now  be  sent  to  the  President.  \ 
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4.  PERSONNEL.  Agreed  to  H.  Res,  305,  to  make  available  \>75,000  to  the  Post  Office 
and  Civil  Service  Committee  for  investigations  of  personnel  administration,  ,etc. 
(p.  10955), 


5,  APPROPRIATIONS,  Passed  without  amendment  H,  J,  Res.  434,  to  continue  at /the 
existing  rate  legislative  appropriations  for  the  fiscal  year  1956,  in  View  of 
the  conferees*  disagreement  regarding  H.  R.  7117,  the  regular  legislative  appro¬ 
priation  bill  (pp.  11028-9). 


6.  PUBLIC  LANDS;  MINING.  Agreed  to  the  conference  report  on  H,  R*  ^00,  to  permit  the 
mining,  development,  and  utilization  of  the  mineral  resources  pi  all  public  land 
withdrawn  or  reserved  for  power  development  (p.  10952).  Thi^/ bill  will  now  be 
sent  to  the  President. 

Concurred  in  the  Senate  amendment  to  H.  R.  6994,  to  provide  for  entry  and 
.  location,  on  discovery  of  a  valuable  source  material,  upon  public  lands  classi¬ 
fied  as  or  known  to  be  valuable  for  coal  (p.  10954)*  This  bill  will  now  be  sent 
to  the  President. 


\  £ 

7.  INTERNATIONAL  FINANCE  CORPORATION,  Passed  without  amendment  S.  1894,  to  provide 
for  U.  S.  participation  in  the  International  Finance  Corporation  (pp.  10962-5) 
This  bill  will  now  be  sent  to  the  President, 


8.  BANKING  AND  CURRENCY.  Passed  Tothout  amendment  S.  1189,  to  permit  national  banks 
to  make  20-year  real  estate  loans  and  9-month  residential  construction  loans 
(pp.  10965-6).  This  bill  will  now  be  sent  to  the  President. 

Rep,  Patman  criticized  administration  of  the  Federal  Reserve  System  and  the 
office  of  the  Comptroller  of  the  Currency  (pp.  11036-8). 


X 


\ 


9*  WATER  COMPACT .  Passed  without  amendment  S.  730,  consenting  to  a  compact  between 
Kans.  and  Okla.  regarding  Ark.  River  waters  (p.  11011).  This  bill  will  now  be 
sent  to  the  President. 


£  X 

10.  RECLAMATION.  Both  Houses  received  a  message  from  the  President  stating  that  he 
had  approved  H.  R.  103,  to  provide  for  construction  of  distribution  systems  on 
authorized  Federal  reclamation  projects  by  irrigation  districts  and  other  public 
agencies,  but  objecting  to  various  provisions  of  the  bill  and  recommending 
legislation  to  change  these  provisions  (H.  Doc,  2^3);  to  Interior  and  Insular 
Affairs  Committees  (pp.  11028,  10833-4)* 


11.  FLAMMABLE  FABRICS.  Rejected,  46-108,  a  resolution  for  consideration  of  H.  R, 

5222,  amending  the  Flammable  Fabrics  Act  to  exempt  scales  which  do  not  present 
an  unusual  hazard  (pp.  11028-33). 


12,  FARM  PRICES.  •  Rep.  Abernethy  deplored  the  reductions  in  farm  prices  (p.  10953)* 


13.  FOOD  ADDITIVES.  Rep.  O’Hara,  Finn.,  explained  the  revised  bills,  F.  R.  7605  and 
7606,  to  provide  for  regulation  of  chemical  food  additives  (p.\UG23). 


14.  REORGANIZATION.  Rep.  Patman  criticized  the  recommendations  and  pA^cedures  of 
the' Hoover  Commission  (pp.  11038-9). 


15.  J2AIKI  INDUSTRY.  Rep.  Laird  commended  the  progress  in  getting  rid  of  the  dairy 
surplus  and  indicated  his  belief  that  the  dairy  industry  has  a  good  future  (pp* 
11039-40). 


16.  CIVIC  AUDITORIUM.  The  Speaker  appointed  members  to  the.  commission,  to  plan 
civic  auditorium  in  D.  C.  (p.  11028). 
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confronted  with  litigation  for  taxable 
yeanKfalling  in  this  period  in  order  to 
secure\the  rights  to  which  the  courts, 
with  practical  unanimity,  have  held  they 
are  entitled. 

H.  R.  614X  eliminates  the  necessity  for 
such  litigation  by  making  the  provisions 
of  the  1954  Code  available  to  years  be¬ 
ginning  after  IvNy  31,  1950. 

This  bill  was  reported  unanimously  by 
the  Committee  on  Ways  and  Means. 

Mr.  JENKINS.  Mr.  Speaker,  H.  R. 
6143  amends  the  Internal  Revenue  Code 
of  1939  to  apply  the  special  rules  pro¬ 
viding  capital-gains  treatment  for  sales 
or  exchanges  of  patents  irk  section  1235 
of  the  Internal  Revenue  Codq  of  1954  to 
taxable  years  beginning  aftei^  May  31, 
1950.  This  bill  was  introduced  by  the 
distinguished  gentleman  from  Connecti¬ 
cut  [Mr.  SadlakI  and  was  reported 
unanimously  by  the  Committee  on  Ways 
and  Means. 


pedient  method  of  liquidating  property 
acquired  by  inheritance,  foreclosure,  or 
other  nonsale  purpose. 

With  respect  to  individuals,  section 
1237  of  the  1954  code  removed  the  un¬ 
certainty  in  this  field  by  providing  spe¬ 
cial  rules  for  the  taxation  of  gain  from 
the  sale  of  real  property.  Thus  the  tax¬ 
payer  will  not  be  regarded  as  engaged 
in  the  trade  or  business  of  selling  real 
property  solely  because  he  subdivides  a 
tract  for  purposes  of  sale  or  because 
of  any  activity  incident  to  the  subdivi¬ 
sion  or  sale  of  the  property  comes  within 
the  scope  of  the  section  if  he  is  not  a 
dealer  in  such  property. 

The  relief  granted  was  not  extended 
to  corporate  taxpayers,  therefore,  H.  R. 
6712  extends  the  scope  of  section  1237 
of  the  1954  code  to  include  corporations 
if  no  shareholder  of  such  corporation 
holds  property  for  sale  to  customers  in 


With  the  following  committee  amend¬ 
ment: 

Page  1,  strike  out  lines  3  to  lOf  inclusive, 
and  insert:  “That  part  I  of  suhehapter  C  of 
chapter  33  of  the  Internal  Revenue  Code  of 
1954  (relating  to  tax  on  transportation  of 
persons)  is  hereby  amende^  by  striking  out 
'The  tax  imposed  by  section  4261  shall  not 
apply  to  amounts  paid/ for  transportation 
which  do  not  exceed  3E/cents,’  and  inserting 
in  lieu  thereof  ‘The  tax  imposed  by  section 
4261  shall  not  appty  to  amounts  paid  for 
transportation  wjnch  do  not  exceed  69 
cents,’.” 

The  committee  amendment  was 
agreed  to. 

The  bilj/was  ordered  to  be  engrossed 
and  read/h  third  time,  was  read  the  third 
time,  a/ld  passed. 

Thq'' title  was  amended  to  read:  A  bill 
to  provide  that  amounts  which  do  not 
exceed  60  cents  shall  be  exempt  from 
toe  tax  imposed  upon  amounts  paid  for 


AMENDING  SECTION  1237  OF  THE 

INTERNAL  REVENUE  CODE,  1954 

Mr.  COOPER.  Mr.  Speaker,  by  direc¬ 
tion  of  the  Committee  on  Ways  and 
Means,  I  ask  unanimous  consent  for 
the  immediate  consideration  of  the  bill 
(H.  R.  6712)  to  amend  section  1237  of 
the  Internal  Revenue  Code  of  1954, 
which  was  unanimously  reported  favor¬ 
ably  by  the  committee. 

The  Clerk  read  the  title  of  the  bill. 

There  being  no  objection,  the  Clerk 
read  the  bill,  as  follows: 

Be  it  enacted,  etc.,  That  section  1237  (a) 
of  the  Internal  Revenue  Code  of  1954  Is 
amended  by  striking  out  “other  than  a  cor¬ 
poration”  and  inserting  "(including  corpora¬ 
tions  only  if  no  shareholder  directly  or  indi¬ 
rectly  holds  real  property  for  sale  to  cus¬ 
tomers  in  the  ordinary  course  of  trade  or 
business) .” 

Sec.  2.  Section  1237  (b)  (3)  of  the  In¬ 

ternal  Revenue  Code  of  1954  is  amended  as 
follows : 

(a)  In  subparagraph  (A)  strike  out  “sewer 
facilities”  and  insert  “sewer  facilities,  other 
public  utilities.” 

(b)  At  the  end  of  paragraph  (3)  insert: 
“The  requirements  of  subparagraphs  (B)  and 
(C)  shall  not  apply  in  the  case  of  propert- 
acquired  through  the  foreclosure  of  a  lie) 
thereon  which  secured  the  payment  of /an 
indebtedness  to  the  taxpayer  or  (in  the/case 
of  a  corporation)  to  a  creditor  who  has  trans¬ 
ferred  the  foreclosure  bid  to  the  taxpayer  in 
exchange  for  all  of  its  stock  and  otner  con¬ 
sideration  and  in  the  case  of  property  adja¬ 
cent  to  such  property  if  80  percent  of  the 
real  property  owned  by  the  tajq/iyer  is  prop¬ 
erty  described  in  the  first  part  of  this  sen¬ 
tence.” 

Sec.  3.  This  act  shall  ap£ly  to  all  taxable 
years  beginning  after  December  31,  1954. 

The  bill  was  ordered  to  be  engrossed 
and  read  a  third  time,  was  read  the  third 
time,  and  passed  /nd  a  motion  to  recon¬ 
sider  was  laid  ovi  the  table. 

Mr.  COOPER.  Mr.  Speaker,  prior  to 
the  enactment  of  the  Internal  Revenue 
Code  of  19&4  those  who  subdivided  real 
estate  foir  sale  were  often  held  by  the 
courts  tj/ae  engaged  in  the  trade  or  busi¬ 
ness  ot'selling  real  estate.  These  hold¬ 
ings  /were  predicated  on  the  frequency, 
substantiality  of  the  sales,  and  the  con¬ 
tinuity  of  sales  activity  involved  in  such 
rojects,  even  though  the  taxpayer  was 
rot  a  dealer  in  real  estate  and  was  sim¬ 
ply  utilizing  the  most  profitable  and  ex¬ 


the  ordinary  course  of  his  business.  Tire  the  transportation  of  persons 

bill  also  broadens  the  scope  of  section/  *  — —  ■L - ~J - ’ 

\  1237  by  extending  its  provisions  to  ceiy 
'tain  property  on  which  the  taxpayer  l)ds 
mq.de  public-utility  improvements.  / 

Tig  is  bill  was  unanimously  reported  by 
the  Committee  on  Ways  and  Meqtrs. 

Mr.XjENKINS.  Mr.  Speaker;  H.  R. 

6712  amends  section  1237  of  /he  Inter¬ 
nal  Revehue  Code  of  1954/relating  to 
real  property  subdivided  fo/sale.  Under 
this  bill  the  capital-gains  treatment  gen¬ 
erally  granted  try  sectioiyl237  is  extended 
to  certain  corporation  and  other  tax¬ 
payers  who  may 'not' qualify  under  the 
present  section.  1I>nis  bill  also  allows 
taxpayers  under  Certain  circumstances 
to  make  public -utility  improvements  on 
the  property  that  is  within  the  scope 
of  this  section.  The  bill  was  reported 
unanimousl/by  the  Committee  on  Ways 
and  Mean: 


PROVIDING  THAT  AMOUNTS  WHICH 

DO  NOT  EXCEED  61  CENTS  SHALL 

Be  exempt  from  tax  imposed 

/  UPON  AMOUNTS  PAID  FOR  TRANS- 
/  PORTATION  OF  PERSONS 

Mr.  COOPER.  Mr.  Speaker,  by  direc¬ 
tion  of  the  Committee  on  Ways  and 
Means,  I  ask  unanimous  consent  for  the 
immediate  consideration  of  the  bill  (H. 
R.  7634)  to  provide  that  amounts  which 
do  not  exceed  61  cents  shall  be  exempt 
from  the  tax  imposed  upon  amounts  paid 
for  the  transportation  of  persons,  which 
was  unanimously  reported  favorably  by 
the  Committee  on  Ways  and  Means. 

The  Clerk  read  the  title  of  the  bill. 

There  being  no  objection,  the  Clerk 
read  the  bill,  as  follows: 

Be  it  enacted,  etc..  That  section  3469  (b) 
of  the  Internal  Revenue  Code  (exemption  of 
certain  trips  from  tax  on  transportation  of 
persons)  is  hereby  amended  by  striking  out 
“The  tax  imposed  by  subsection  (a)  shall  not 
apply  to  amounts  paid  for  transportation 
which  do  not  exceed  35  cents”  and  inserting 
in  lieu  thereof  the  following:  “The  tax  im¬ 
posed  by  subsection  (a)  shall  not  apply  to 
amounts  paid  for  transportation  which  do 
not  exceed  61  cents”. 

Sec.  2.  The  amendment  made  by  the  first 
section  of  this  act  shall  apply  to  amounts 
paid  on  or  after  the  first  day  of  the  first 
month  which  begins  more  than  ten  days  after 
the  date  of  the  enactment  of  this  act  for 
transportation  on  or  after  such  first  day. 


A  motion  to  reconsider  was  laid  on  the 
table. 

Mr.  COOPER.  Mr.  Speaker,  when  the 
tax  on  the  transportation  of  persons  was 
imposed  in  1941,  certain  short  trips  of 
a  local  nature  were  not  subjected  to  the 
tax. 

This  was  achieved  by  exempting  fares 
which  did  not  exceed  35  cents.  Because 
of  the  general  increase  in  the  costs  of 
operating  transportation  services  and 
the  necessary  offsetting  fare  increases 
the  35-cent  fare  exemption  is  now  in¬ 
effective  for  purposes  of  exempting  com¬ 
mutation  travel.  H.  R.  7634  is  designed 
to  restore  the  effectiveness  of  the  ex¬ 
emption  and  accomplishes  this  objec¬ 
tive  by  increasing  the  exempt  fare  from 
35  to  60  cents. 

The  reasonableness  of  this  figure  is 
evidenced  by  the  fact  that  railroad  coach 
fares  in  the  eastern  part  of  the  country 
have  risen  since  1940  from  2  cents  a  mile 
to  3.375  cents,  an  increase  of  68  percent. 

This  bill  was  unanimously  reported  by 
the  Committee  on  Ways  and  Means. 

Mr.  JENKINS.  Mr.  Speaker,  H.  R. 
7634  increases  from  35  cents  to  60  cents 
the  maximum  charge  for  fares  which 
We  to  be  exempt  from  the  10-percent 
excise  tax  on  amounts  paid  for  the  trans¬ 
portation  of  persons.  When  the  tax  on 
the  'transportation  of  persons  was  im- 
poseckin  1941,  it  was  the  intention  of 
the  Congress  to  exempt  from  tax  cer¬ 
tain  shokt  trips  of  a  local  nature.  The 
exemption  .was  designed  to  free  from  tax 
the  ordinary  trip  involved  in  commut¬ 
ing  to  and  frqm  work.  The  increase  in 
the  size  of  thk  exemption  contained  in 
this  bill  is  simply, an  adjustment  to  allow 
for  the  increase  in  transportation  costs 
since  1941.  The  bill  was  introduced  by 
the  distinguished  gentleman  from  New 
Jersey  [Mr.  Kean],  as\was  a  similar  bill 
introduced  by  the  distinguished  gentle¬ 
man  from  Pennsylvania  IMr.  Simpson]. 
The  bill  was  reported  unanimously  by 
the  Committee  on  Ways  and  Means. 


AUTHORIZING  STATES  TO  ORGAN¬ 
IZE  AND  MAINTAIN  STATE  DE¬ 
FENSE  FORCES 

Mr.  KILDAY.  Mr.  Speaker,  I  ask 
unanimous  consent  to  take  from  the 
the  Speaker’s  table  the  bill  <H.  R.  7289) 
to  authorize  the  States  to  organize  and 
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maintain  State  Defense  Forces,  and  for 
otheKpurposes,  with  Senate  amendments 
theretdv  and  concur  in  the  Senate 
amendments. 

The  Clekk  read  the  title  of  the  bill. 

The  Clerk  read  the  Senate  amend¬ 
ments,  as  follows: 

Page  1,  line  8,\trike  out  all  after  “forces” 
over  to  and  including  "President”  in  lines  8 
and  9  on  page  2. 

Page  2,  line  22,  strike  out  “1952.”  and  in¬ 
sert  “1952.’  ”  \ 

Page  2,  strike  out  all  kfter  line  22  over  to 
and  including  line  10  on  page  3. 

The  SPEAKER.  Is  theU<e  objection  to 
the  request  of  the  gentleman  from 
Texas? 

There  was  no  objection. 

The  Senate  amendments  weke  con¬ 
curred  in. 

A  motion  to  reconsider  was  laid  on. the 
table. 


RETIREMENT  OF  GOVERNMENT 

CAPITAL  IN  INSTITUTIONS  OPER¬ 
ATING  UNDER  SUPERVISION  OF 

FARM  CREDIT  ADMINISTRATION 

Mr.  POAGE.  Mr.  Speaker,  I  ask 
unanimous  consent  to  take  from  the 
Speaker’s  table  the  bill  (H.  R.  5168)  to 
provide  for  retirement  of  the  Govern¬ 
ment  capital  in  certain  institutions  oper¬ 
ating  under  the  supervision  of  the  Farm 
Credit  Administration;  to  increase  bor¬ 
rower  participation  in  the  management 
and  control  of  the  Federal  Farm  Credit 
System;  and  for  other  purposes,  do  pass 
with  a  Senate  amendment  thereto,  and 
concur  in  the  Senate  amendment. 

The  Clerk  read  the  title  of  the  bill. 

The  Clerk  read  the  Senate  amend¬ 
ment,  as  follows: 

Page  12,  line  9,  after  "allocated”,  insert  “: 
Provided,  That  any  surplus  and  contingency 
reserves  shown  on  the  books  of  the  banks  as 
of  the  effective  date  of  title  I  of  the  Farm 
Credit  Act  of  1955  shall  not  be  distributed  as 
patronage  refunds.” 

The  SPEAKER.  Is  there  objection  to 
the  request  of  the  gentleman  from 
Texas? 

There  was  no  objection. 

The  Senate  amendment  was  concurred 
in. 

A  motion  to  reconsider  was  laid  on  the 
table. 

WEST  RIVER,  CONN. 

Mr.  PRIEST.  Mr.  Speak?/,  I  ask 
unanimous  consent  for  the/immediate 
consideration  of  the  bill  (S/2514)  to  de¬ 
clare  the  portion  of  the  waterway  of  West 
Haven  and  New  Haven,  Conn.,  known  as 
the  West  River,  northerly  of  a  line  run¬ 
ning  north  85“  54'  43.5"  east  from  a 
point  whose  coordinates  in  the  Corps  of 
Engineers  Harbor  Lines  System  are  north 
4,616.75  and  wegt  9,450.80,  a  nonnavi- 
gable  stream.  / 

The  Clerk  read  the  title  of  the  bill. 

Mr.  MARTIN.  Mr.  Speaker,  reserving 
the  right  to  object,  what  does  this  bill  do? 

Mr.  PFHEST.  This  is  a  bill  that  would 
declare./a  certain  portion  of  the  waters  of 
West  Haven  and  New  Haven,  known  as 
the  west  River,  a  nonnavigable  stream. 

lay  I  say  that  the  gentleman  from 
Connecticut  [Mr.  Cretella]  introduced 
le  bill.  It  came  to  our  committee.  We 


did  not  have  time  for  hearings.  It  is  my 
understanding  that  Governor  Ribicoff, 
the  State  highway  department,  and 
everybody  in  the  State  of  Connecticut  is 
favorable,  and  there  is  no  objection  from 
the  Corps  of  Engineers. 

Mr.  MORANO.  If  the  gentleman  will 
yield,  this  just  permits  the  State  of  Con¬ 
necticut  to  build  a  throughway  over  a 
part  of  a  stream  that  will  be  declared 
nonnavigable  under  this  bill. 

Mr.  MARTIN.  Mr.  Speaker,  I  with¬ 
draw  my  reservation  of  objection. 

The  SPEAKER.  Is  there  objection  to 
the  present  consideration  of  the  bill? 

There  was  no  objection. 

The  Clerk  read  the  bill,  as  follows: 

Be  it  enacted,  etc.,  That  the  portion  of  the 
waterway  in  which  is  located  the  West  River 
in  the  town  of  West  Haven,  Conn.,  and  the 
city  of  New  Haven,  Conn.,  lying  northerly 
of  a  line  extending  north  85  degrees  54  min¬ 
utes  43.5  seconds  east,  from  a  point  (1,158.535 
feet  from  the  most  westerly  corner  of  the 
sxisting  bulkhead  and  pier  line)  whose  co¬ 
ordinates  in  the  Corps  of  Engineers  Harbor 
Line  System  are  north  4,616.76  and  west  9.V 
450.80,  is  hereby  declared  to  be  a  nonnavi¬ 
gable 'water  of  the  United  States  within  the 
meanink  of  the  Constitution  and  laws  of  the 
United  States.  / 

Sec.  2.  The  line  hereinbefore  described 
shall  be  established  as  a  combined/pierhead 
and  bulkhead 'line  of  the  West  River. 

Sec.  3.  Any  pkpject  heretofore  authorized 
by  an  act  of  Congbess,  insofar  ab;  such  project 
relates  to  the  abovOr  described"  portion  of  the 
West  River,  is  hereby^abondoned. 

Sec.  4.  The  right  to\al£er,  amend,  or  re¬ 
peal  this  act  is  hereby  eiroressly  reserved. 

The  bill  was  ordeyfed  t\be  read  a  third 
time,  was  read  the.fhird  tinm,  and  passed, 
and  a  motion  t cyi e c o ns i d er\w a s  laid  on 
the  table.  / 

moral  Rearmament  states¬ 
men’s  mission 

(Mr  ./SHEPPARD  asked  and  was  gitfen 
permission  to  extend  his  remarks  at  thi 
poii>t  in  the  Record.) 

Ir.  SHEPPARD.  Mr.  Speaker,  I  want 
your  attention  at  this  point  in  the 
iroceedings  to  the  heartening  and  in¬ 
spiring  news  of  the  MRA  statesmen’s 
mission.  The  program  for  this  mission 
was  prepared  at  the  World  Assembly  for 
Moral  Rearmament  under  the  leader¬ 
ship  of  Dr.  Frank  N.  D.  Buchman  at 
Mackinac  Island,  Mich.,  May  26  to 
June  5.  Following  its  reception  in 
Washington,  the  mission  left  on  June  10 
for  Honolulu  and  Japan. 

BACKGROUND  facts 

A  group  of  African  and  Asian  leaders 
prepared  a  statement  following  the 
World  Assembly  for  Moral  Rearmament 
at  Washington  in  January  1955.  In  it 
they  said; 

Moral  rearmament  points  the  way  to 
achieve  a  constructive  cooperation  which 
none  need  fear  and  which  can  benefit  all 
mankind. 

At  the  Bandung  Conference  in  April, 
Dr.  Fadhil  Jamali,  leader  of  the  Iraqi 
delegation,  in  a  vigorously  applauded 
speech  at  the  first  plenary  session  made 
an  appeal  for  East-West  unity  on  a  basis 
of  moral  rearmament. 

Hosts  to  the  statesmen’s  mission  were 
Ichiro  Hatoyama,  Prime  Minister  of 


Japan;  Generalissimo  and  Madame 
Chiang  Kai-shek,  and  O.  K.  Yui,  prfme 
Minister  of  the  Chinese  Government  on 
Formosa;  Ramon  Magsaysay,  President 
of  the  Philippines;  Ngo  Dinh  Diem,  Prime 
Minister  of  Vietnam;  Field  N^arshal  Pi- 
bulsonggram,  Prime  Minister  of  Thai¬ 
land;  Dr.  Ba  U,  President  <3$  Burma;  Sir 
John  Kotelawala,  Prime  Minister  of  Cey¬ 
lon;  Dr.  Rajendra  Pras&d,  President  of 
India;  and  Mohamm9d  Ali,  Prime  Min¬ 
ister  of  Pakistan. 

Invitations  for  remainder  of  the 
trip  include  His/imperial  Majesty  the 
Shah  of  Iran  and  Abdul  Entezam,  For¬ 
eign  Minister  of  Iran;  Burhanuddin 
Bashayan,  Foreign  Minister  of  Iraq;  and 
Colonel  NaSser,  President  of  the  Egyp¬ 
tian  Republic.  They  will  also  be  re¬ 
ceived  by  national  leaders  of  Turkey  and 
Greece;  and  will  arrive  at  Geneva  Sep¬ 
tember  1,  enroute  to  the  World  Assembly 
for  Moral  Rearmament  at  Caux-sur- 
Montreux,  Switzerland. 

MISSION  WHO’S  WHO 

The  Mission  itself  is  composed  of  po¬ 
litical  leaders  from  all  five  continents 
and  they  take  with  them  the  cast  of  a 
new  ideological  play  The  Vanishing 
Island,  written  by  Peter  Howard.  The 
party  consists  of  198  men  and  women 
from  28  nations. 

Among  those  taking  part,  either 
throughout  or  at  certain  stages  of  the 
journey,  are  Dr.  Theodor  Oberlaender, 
Minister  for  Refugees  in  the  German 
Federal  Cabinet;  Diomede  Catroux, 
member  of  the  French  National  Assem¬ 
bly,  Minister  of  Air  in  the  Mendes- 
France  cabinet;  Ole  Bjorn  Kraft,  leader 
of  the  Danish  Conservative  Party  and 
chairman  of  NATO  1952-53;  The  Tolon 
Na,  Yakabu  Tali,  Member  of  the  Gold 
Coast  Legislature  and  president  of  the 
Northern  Territories  Council;  the  Hon¬ 
orable  B.  C.  Okwu,  member  of  the  House 
of  Assembly  in  Eastern  Nigeria;  Dr. 
Oskar  Leimgruber,  Chancellor  of  the 
Swiss  Confederation,  1943-51;  John 
^McGovern,  member  of  Parliament,  Great 
Sritain;  James  Haworth,  member  of  the 
national  executive  of  the  British  Labor 
Party;  Niro  Hoshijima,  member  of  the 
Japanese  Diet  and  signatory  of  the  Jap- 
anese^eace  Treaty;  Roseller  T.  Lim, 
congressman  from  the  Philippines;  Jo¬ 
seph  Scott,  leading  Catholic  attorney  of 
Los  Angelek:  Kanju  Kato,  former  Min¬ 
ister  of  Labo\of  Japan  and  leader  of  the 
right-wing  Socialist  Party;  Dr.  Daniel 
Lew,  United  Nations  technical  counselor 
for  Nationalist  China;  Maj.  K.  T.  Hara- 
wira,  representing  the  King  of  the  Mao¬ 
ris,  New  Zealand;  DKw  Nyein  Tha,  na¬ 
tionally  known  educator  of  Burma; 
Surya  Sena,  son  of  Sir  Jkmes  Pieris,  first 
Ceylonese  to  preside  over\he  Legislative 
Assembly  of  Ceylon;  Majid  Movaghar, 
representing  the  Shah  of  Iran;  Fausto 
Pecorari,  Vice  President  of  the  Italian 
Constituent  Assembly;  Mahmoud  Mas- 
moudi,  Minister  of  State  for  Tunisia; 
Ger.  L.  M.  Chassin,  Commanded  in 
Chief  of  the  Metropolitan  Defense  Air 
Force  of  France;  Eugene  Claudius-Petit 
Cabinet  Minister  in  six  postwar  French 
governments;  Robert  Carmichael,  presi¬ 
dent  of  the  jute  industry  of  France  and 
newly  elected  president  of  the  European 
jute  industry;  Ole  Olsen  of  the  Olsen  and 
Johnson  productions;  and  Madam  Irene 
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AN  ACT 

_ All  69  Stat.  655. 

To  provide  for  retirement  of  the  Government  capital  in  certain  institutions  op¬ 
erating  under  the  supervision  of  the  Farm  Credit  Administration ;  to  increase 
borrower  participation  in  the  management  and  control  of  the  Federal  Farm 
Credit  System ;  and  for  other  purposes. 


Be  it  enacted,  by  the  Senate  and  House  of  Representatives  of  the 
United  States  of  America  in  Congress  assembled ,  That  this  Act  may  Fa™  Credit 
be  cited  as  the  “Farm  Credit  Act  of  1955”.  1955. 


TITLE  I— BANKS  FOR  COOPERATIVES 


Sec.  101.  Section  42  of  the  Farm  Credit  Act  of  1933,  as  amended,  is48  stat*  264* 
amended  to  read  as  follows:  12  usc  1134d* 

“Sec.  42.  (a)  Classes  of  Stock;  Ownership;  Voting  Rights; 

^0) i vide n ds  ;  and  Retirement  of  Stock. — Except  as  provided  in  sec¬ 
tion  111  of  the  Farm  Credit  Act  of  1955,  each  regional  bank  for 
"'cooperatives  shall  have  the  following  classes  of  stock,  all  of  which 
shall  have  a  par  value  of  $100  per  share : 

“(1)  Class  A  stock  shall  be  issued  to  and  held  by  the  Governor  class  A  stook. 
of  the  Farm  Credit  Administration  on  behalf  of  the  United  States, 
and  stock  of  such  banks  held  by  the  Governor  on  the  effective  date 
of  title  I  of  the  Farm  Credit  Act  of  1955  shall  be  exchanged,  share 
for  share,  for  class  A  stock  of  the  respective  banks.  Class  A  stock  12  use  H34i, 
shall  be  nonvoting  and  no  dividends  shall  be  paid  thereon.  At  the1141d’  1134b' 
end  of  each  fiscal  year,  each  of  such  banks,  subject  to  the  provisions'^’  p,b  ' 
of  sections  33  and  40,  shall  determine  the  amount  of  class  A  stock 
that  shall  be  retired  at  par  by  that  bank.  The  minimum  amount  of 
class  A  stock  that  shall  be  retired  shall  be  the  equivalent  in  dollar 
value  of  the  amount  of  class  C  stock  issued  for  that  year,  except  that 
class  C  stock  issued  by  a  regional  bank  on  account  of  class  C  stock 
issued  to  it  by  the  central  bank,  class  C  stock  issued  by  a  regional 
bank  in  exchange  for  class  B  stock  the  proceeds  of  which  were 
used  to  retire  an  equivalent  amount  of  class  A  stock,  and  class  C 
stock  issued  by  a  regional  bank  in  exchange  for  capital  stock  of 
the  bank  outstanding  on  the  effective  date  of  title  I  of  the  Farm  Credit 
Act  of  1955,  shall  not  be  included  in  such  bank’s  calculation.  Any 
^unount  of  class  A  stock  retired  in  excess  of  such  minimum  amount 
In  one  year  may  be  used  to  reduce  to  that  extent  the  amount  of  such 
stock  required  to  be  retired  in  any  subsequent  year.  Funds  from  the 
retirement  of  class  A  stock  shall  be  paid  into  the  revolving  fund 
authorized  by  the  Agricultural  Marketing  Act,  as  amended,  and  shall  46  stat.  11. 
continue  to  be  available  for  the  purchase  of  class  A  stock  in  the  banks  12  usc  11412  (C* 
in  accordance  with  sections  33  and  40. 

“(2)  Class  B  stock  may  be  issued  in  series  and  amounts  approved  class  B  stock, 
by  the  Farm  Credit  Administration,  and  may  be  sold  or  transferred 
to  any  person  subject  to  the  approval  of  the  issuing  bank.  Such  stock 
shall  be  issued  only  at  par  and  shall  be  nonvoting.  Any  bank  may 
pay  dividends  of  not  to  exceed  4  per  centum  per  annum  on  class  B 
stock  if  declared  by  the  board  of  directors  and  approved  by  the  Farm 
Credit  Administration  and  if  the  surplus  account  of  the  bank,  after 
payment  of  such  dividends,  will  not  be  less  than  25  per  centum  of 
the  sum  of  all  its  outstanding  capital  stock.  Dividends  on  class  B 
stock  shall  not  be  cumulative,  but  no  bank  shall  distribute  in  any  year 
any  of  its  net  savings  as  patronage  refunds  as  provided  in  section 
36  (a)  unless  for  that  year  a  dividend  of  at  least  2  per  centum  is 
declared  and  paid  upon  outstanding  class  B  stock  of  the  bank.  Each 
series  of  class  B  stock  shall  be  issued  only  with  the  approval  of  the 
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Farm  Credit  Administration  and  shall  carry  on  the  face  of  each 
certificate  a  statement  of  the  maximum  dividend  which  may  be 
declared  and  paid  thereon  and  of  the  minimum  dividend  which  shall 
be  declared  and  paid  thereon  before  the  bank  may  distribute  any  of 
its  net  savings  as  patronage  refunds :  Provided ,  That  such  maximum 
and  minimum  dividends  may  be  the  same  amount.  After  all  class 
A  stock  has  been  retired,  class  B  stock  may  be  called  for  retirement 
at  par  with  the  approval  of  the  Farm  Credit  Administration  and 
shall  be  called  in  such  manner  that  the  oldest  outstanding  stock  at 
any  given  time  will  be  retired  first.  Any  holder  of  class  B  stock 
whose  stock  has  been  called  for  retirement  may  elect,  with  the  approval 
of  the  issuing  bank,  to  leave  his  stock  in  the  bank  subject  to  its  being 
included  in  the  next  call  for  retirement. 

Class  c  stock.  “(3)  Class  C  stock,  except  as  approved  by  the  Farm  Credit  Admin¬ 
istration  and  consented  to  by  the  issuing  bank,  may  be  issued  only  to 
banks  for  cooperatives  and  farmers’  cooperative  associations  as  defined 
12  use  1141J.  in  section  15  (a)  of  the  Agricultural  Marketing  Act,  as  amended. 

Such  stock  may  be  issued  in  fractional  shai-es,  shall  be  issued  at  its  fair 
book  value  not  exceeding  par,  as  determined  by  the  bank,  and  no  divr^ 
dends  shall  be  paid  on  it.  Each  holder  of  one  or  more  shares  of  class 
stock  which  is  eligible  to  borrow  from  a  bank  for  cooperatives  shall  be 
entitled  to  one  vote  only :  Provided,  That  any  such  holder  which  within 
the  period  of  two  years  next  preceding  a  date,  fixed  by  the  Farm  Credit 
Administration,  prior  to  commencement  of  the  voting  has  not  been  a 
borrower  from  a  bank  of  which  it  holds  class  C  stock  shall  not  be 
entitled  to  vote.  From  time  to  time  each  bank  for  cooperatives  shall 
obtain  information  concerning  its  class  C  stockholders  to  determine 
whether  they  continue  to  be  eligible  to  borrow  from  the  bank  and  to 
vote.  Any  class  C  stockholder  found  by  the  bank  to  be  ineligible  to 
borrow  shall  not  be  entitled  to  vote  until  its  eligibility  is  reestablished 
to  the  satisfaction  of  the  bank.  Whenever  in  section  5  of  the  Farm 
50  stat.  704.  Credit  Act  of  1937,  as  amended,  and  section  4  (a)  of  the  Farm  Credit 
12  use  640a  Act  }953?  provision  is  made  for  a  nomination  or  election  by  coopera- 
§7  flat  390  ^ves  which  are  stockholders  or  subscribers  to  the  guaranty  fund  of 
12  use  636c  '  any  hank  for  cooperatives  the  term  ‘cooperatives  which  are  stock- 
Post,  p,666.*  holders  or  subscribers  to  the  guaranty  fund’  or  the  equivalent  of  that 
term,  shall  mean  such  cooperatives  which  are  eligible  to  vote.  Each 
borrower  from  a  bank  for  cooperatives  shall  be  required  to  own  at  the 
time  the  loan  is  made  at  least  one  share  of  class  C  stock.  The  purchase 
price  of  such  stock  may  be  retained  out  of  the  loan.  In  addition,  each 
borrower  as  defined  by  the  Farm  Credit  Administration  for  purpose/'S 
of  this  sentence,  shall  be  required  to  invest  quarterly  in  class  C  stock  , 
an  amount  equal  to  not  less  than  10  nor  more  than  25  per  centum,  as 
prescribed  by  the  board  of  directors  of  the  bank  with  the  approval  of 
the  Farm  Credit  Administration,  of  the  amount  of  interest  payable  by 
it  to  the  bank  during  the  calendar  quarter.  Payments  for  such  stock 
shall  be  made  quarterly  or  when  the  regular  interest  payments  of  the 
borrower  are  payable,  but  the  stock  shall  be  issued  to  the  borrower  as 
of  the  end  of  each  fiscal  year  in  the  amount  of  the  payments  for  stock 
made  by  it  during  the  year.  Each  regional  bank  shall  purchase  at 
least  one  share  of  class  C  stock  of  the  central  bank.  In  addition,  the 
regional  bank  shall  be  required  to  invest  quarterly  in  class  C  stock  of 
the  central  bank  an  amount  equal  to  not  less  than  10  nor  more  than 
25  per  centum,  as  prescribed  by  the  board  of  directors  of  the  central 
bank  with  the  approval  of  the  Farm  Credit  Administration,  of  the 
amount  of  interest  payable  by  the  regional  bank  to  the  central  bank 
during  the  calendar  quarter  by  reason  of  any  interest  purchased  by  the 
central  bank  in  a  loan  made  by  the  regional  bank.  Payments  for  such 
stock  shall  be  made  to  the  central  bank  and  the  stock  shall  be  issued  to 
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the  regional  bank  in  the  same  manner,  insofar  as  practicable,  as  is  pro¬ 
vided  in  this  section  for  payments  for  and  issuance  of  stock  on  account 
of  loans  by  the  regional  bank  in  which  the  central  bank  does  not  pur¬ 
chase  any  interest.  Subject  to  rules  prescribed  by  the  board  of  direc¬ 
tors  of  the  lending  bank  with  the  approval  of  the  F arm  Credit  Admin¬ 
istration  a  borrower  may  convert  class  B  stock  into  class  C  stock  for 
the  purpose  of  making  the  investment  in  class  C  stock  required  by  this 
paragraph.  After  retirement  of  all  class  A  stock,  class  C  stock  also 
may  be  retired  at  par  by  calling  the  oldest  outstanding  class  C  stock, 
but  class  C  stock  that  was  issued  for  a  fiscal  year  period  shall  not  be 
called  for  retirement  until  all  class  B  stock  that  was  issued  during  or 
prior  to  that  fiscal  year  has  been  called  for  retirement. 

“(b)  Guaranty  Fund  Subscriptions  in  Lieu  of  Stock. — If  a  coop¬ 
erative  association  is  not  authorized  under  the  laws  of  the  State  in 
which  it  is  organized  to  take  stock  in  the  bank,  the  bank  shall,  in  lieu 
thereof,  require  the  association  to  pay  into  or  have  on  deposit  in  a 
guaranty  fund  of  the  bank,  or  the  bank  may  retain  out  of  the  amount 
of  the  loan  and  credit  to  the  guaranty  fund,  a  sum  equal  to  the  amount 
class  C  stock  which  the  association  would  otherwise  be  required 
*/by  subsection  (a)  (3)  of  this  section  to  own  at  the  time  the  loan  is 
made  and  to  purchase  thereafter.  Any  such  association  may  make 
additional  payments  into  the  guaranty  fund  from  time  to  time  in  lieu 
of  the  purchase  of  class  B  stock,  and  shall  receive  credits  to  such  fund 
in  lieu  of  patronage  refunds  payable  in  class  C  stock.  Each  reference 
in  this  Act  to  capital  stock  or  class  B  or  class  C  stock  shall  include 
also  the  guaranty  fund  equivalents  of  such  stock,  and,  to  the  extent 
permitted  under  the  laws  of  a  State  in  which  a  cooperative  association 
is  organized,  a  holder  of  guaranty  fund  equivalents  of  either  class 
B  or  class  C  stock  shall  have  the  same  rights  and  status  as  a  holder 
of  class  B  or  class  C  stock,  respectively.  The  rights  and  obligations 
of  the  bank  as  respects  such  guaranty  fund  equivalents  shall  be  iden¬ 
tical  to  its  rights  and  obligations  as  respects  class  B  or  class  C  stock, 
respectively. 

“(c)  Lif.n  on  Stock. — Except  as  hereinafter  provided  in  the  case 
of  an  association  which  is  a  direct  borrower  from  the  central  bank, 
each  bank  for  cooperatives  shall  have  a  first  lien  on  all  stock  in  the 
bank  owned  by  each  cooperative  association  as  additional  collateral 
for  any  indebtedness  of  such  association  to  the  bank.  In  the  case  of 
an  association  which  is  a  direct  borrower  from  the  central  bank,  the 
central  bank  shall  have  a  first  lien  on  any  amount  of  class  C  stock 

) which  the  borrowing  association  owns  in  any  regional  bank  on 
account  of  direct  loans  of  such  association  from  the  central  bank;  and 
the  regional  bank  shall  have  a  lien  on  such  stock  junior  only  to  the 
lien  of  the  central  bank.  In  any  case  where  the  debt  of  a  borrower 
is  in  default,  the  bank  may,  in  accordance  with  regulations  of  the 
Farm  Credit  Administration,  retire  and  cancel  all  or  a  part  of  the 
stock  of  the  defaulting  borrower  at  the  fair  book  value  thereof,  not 
exceeding  par,  in  total  or  partial  liquidation  of  the  debt,  as  the  case 
may  be,  and,  to  the  extent  required,  corresponding  shares  held  by  a 
regional  bank  in  the  central  bank  shall  be  retired. 

“(d)  Calculation  of  Proportionate  Interests  in  Banks. — For 
the  purpose  of  determining  pursuant  to  section  5  (d)  (2)  (C)  of  the 
Farm  Credit  Act  of  1937,  as  amended,  the  amount  of  the  capital 
stock  and  subscriptions  to  the  guaranty  fund  of  a  regional  bank  for 
cooperatives  held  Dy  cooperatives  the  term  ‘capital  stock  and  subscrip¬ 
tions  to  the  guaranty  fund  held  by  cooperatives’  or  the  equivalent  of 
that  term  shall  also  mean  all  outstanding  class  B  and  class  C  stock 
and  the  guaranty  fund  equivalents  thereof.” 


12  USC  640d. 
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Sec.  102.  Section  35  of  the  Farm  Credit  Act  of  1933,  as  amended,  is 
amended  to  read  as  follows : 

“Sec.  35.  Application- of  Kegional  Bank  Stock  Provisions  to 
Central  Bank. — All  provisions  of  law  with  respect  to  class  A,  class 
B,  and  class  C  stock  in  the  regional  banks  for  cooperatives  shall 
apply  to  the  Central  Bank  for  Cooperatives  except  as  they  may  be 
inconsistent  with  the  provisions  of  this  section.  Each  borrower  from 
the  central  bank  shall  be  required  to  own  at  the  time  the  loan  is 
made  at  least  one  share  of  class  C  stock  in  such  regional  bank  as  the 
Farm  Credit  Administration  shall  designate  and  shall  be  required 
to  invest  quarterly  in  class  C  stock  in  such  regional  bank  or  banks 
as  the  Farm  Credit  Administration  shall  designate  an  amount  equal 
to  not  less  than  10  nor  more  than  25  per  centum,  as  prescribed  by 
the  board  of  directors  of  the  central  bank  with  the  approval  of  the 
Farm  Credit  Administration,  of  the  amount  of  interest  payable  by 
such  borrower  to  the  central  bank  during  the  calendar  quarter.  Pay¬ 
ments  for  such  stock  shall  be  made  quarterly  or  when  the  regular 
interest  payments  of  such  borrower  are  payable;  but  the  stock  shall 
be  issued  to  the  borrower  as  of  the  end  of  each  fiscal  year  in  tluTj 
amount  of  the  payments  for  stock  made  by  it  during  such  year.  The'"* 
regional  bank  whose  stock  is  so  issued  to  such  borrower  shall  purchase 
a  corresponding  amount  of  class  C  stock  in  the  central  bank.” 

Sec.  103.  (a)  Section  36  of  the  Farm  Credit  Act  of  1933,  as  amended, 
is  amended  to  read  as  follows : 

“Sec.  36.  (a)  Application  of  Savings. — Each  bank  for  cooper¬ 
atives,  at  the  end  of  each  fiscal  year,  shall  determine  the  amount  of  its 
net  savings  after  paying  or  providing  for  all  operating  expenses 
(including  reasonable  valuation  reserves  and  losses  in  excess  of  any 
such  applicable  reserves)  and  shall  apply  such  savings  as  follows: 
(1)  To  the  restoration  of  the  amount  of  the  impairment,  if  any,  of 
capital  stock,  as  determined  by  its  board  of  directors;  (2)  25  per 
centum  of  any  remaining  savings  shall  be  used  to  create  and  maintain 
a  surplus  account;  (3)  if  said  bank  shall  have  outstanding  capital 
stock  held  by  the  United  States  during  the  whole  or  any  part  of  the 
fiscal  year,  it  shall  next  pay  to  the  United  States  as  a  franchise  tax, 
a  sum  equal  to  25  per  centum  of  its  net  savings  then  remaining,  not 
exceeding,  however,  a  rate  of  return  on  such  Government  capital  cal¬ 
culated  at  a  rate  equal  to  the  computed  average  annual  rate  of  interest 
on  all  public  issues  of  public  debt  obligations  of  the  United  States 
issued  during  the  fiscal  year  ending  next  before  such  tax  is  due,  as 
certified  to  the  Farm  Credit  Administration  by  the  Secretary  of  th/^ 
Treasury;  (4)  reasonable  contingency  reserves  may  be  established 
(5)  dividends  on  class  B  stock  may  be  declared  as  provided  in  section 
42  (a)  (2)  ;  and  (6)  any  remaining  net  savings  shall  be  distributed 
as  patronage  refunds  as  provided  in  subsection  (b)  of  this  section: 
Provided ,  That  any  patronage  refunds  received  by  a  regional  bank 
from  the  central  bank  shall  be  excluded  from  net  savings  of  the 
regional  bank  for  the  purpose  of  computing  such  franchise  tax. 
Amounts  applied  as  provided  in  (2)  and  (4)  above  after  the  effective 
date  of  title  I  of  the  Farm  Credit  Act  of  1955  shall  be  allocated  on 
a  patronage  basis  approved  by  the  Farm  Credit  Administration.  At 
the  end  of  any  fiscal  year,  any  portion  of  the  reserve  established  under 
(4)  above  which  is  no  longer  deemed  necessary  shall  be  transferred 
to  the  surplus  account  and,  if  the  surplus  account  of  any  such  bank 
for  cooperatives  exceeds  25  per  centum  of  the  sum  of  all  its  outstand¬ 
ing  capital  stock,  the  bank  may  distribute  in  the  same  manner  as  a 
patronage  refund  any  part  or  all  of  such  excess  which  has  been 
allocated :  Provided ,  That  any  surplus  and  contingency  reserves  shown 
on  the  books  of  the  banks  as  of  the  effective  date  of  title  I  of  the  Farm 
Credit  Act  of  1955  shall  not  be  distributed  as  patronage  refunds. 
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In  making  such  distributions,  the  oldest  outstanding  allocations  shall 
be  distributed  first.  Wherever  used  in  this  Act,  the  words  ‘surplus  "Surplus 
account’  as  applied  to  any  bank  for  cooperatives  shall  mean  any  sur-  a0001^"* 
pluses  and  contingency  reserves  shown  on  the  books  of  the  banks  as 
of  the  effective  date  of  title  I  of  the  Farm  Credit  Act  of  1955  and  any 
amounts  applied  as  provided  in  (2)  above  after  the  effective  date  of 
said  title  I.  Said  surplus  account  shall  be  divided  to  show  the  amounts 
thereof  subject  to  allocation  as  provided  in  this  section  and  may  be 
further  subdivided  as  prescribed  by  the  Farm  Credit  Administration. 

In  the  event  of  a  net  loss  in  any  fiscal  year  after  providing  for  all 
operating  expenses  (including  reasonable  valuation  reserves  and  losses 
in  excess  of  any  such  applicable  reserves),  such  loss  shall  be  absorbed 
by :  first,  charges  to  allocated  contingency  reserves ;  second,  charges 
to  allocated  surplus;  third,  charges  to  other  contingency  reserves  and 
surplus ;  fourth,  the  impairment  of  class  C  stock ;  and  fifth,  the  impair¬ 
ment  of  all  other  stock. 

“(b)  Patronage  Refunds. — The  patronage  refunds  of  each  re¬ 
gional  bank  for  cooperatives  shall  be  paid  in  class  C  stock  to  borrowers, 
defined  by  the  Farm  Credit  Administration  for  the  purposes  of 
>fhis  subsection,  during  the  fiscal  year  for  which  the  refunds  are 
declared.  Patronage  refunds  of  the  Central  Bank  for  Cooperatives 
shall  be  paid  in  class  C  stock  to  the  regional  banks  for  cooperatives 
upon  the  basis  of  interests  held  by  the  central  bank  in  loans  made 
by  the  regional  banks  and  upon  direct  loans  made  by  the  central 
bank  to  cooperative  associations ;  and  any  part  of  such  refunds  derived 
from  such  direct  loans  of  the  central  bank  shall  be  paid  in  class  C 
stock  issued  to  the  regional  bank  or  banks  which  issued  to  the  borrower 
the  stock  incident  to  the  loans,  or  to  a  regional  bank  or  banks  desig¬ 
nated  by  the  Farm  Credit  Administration,  and  such  bank  or  banks 
shall  issue  a  like  amount  of  class  C  stock  to  the  borrowers.  All 
patronage  refunds  shall  be  paid  in  the  proportion  that  the  amount 
of  interest  earned  on  the  loans  of  each  borrower  bears  to  the  total 
interest  earned  on  the  loans  of  all  borrowers  during  the  fiscal  year. 

“(c)  Application  of  Assets  on  Liquidation  or  Dissolution. — In 
the  case  of  liquidation  or  dissolution  of  any  bank  for  cooperatives, 
after  the  payment  or  retirement,  as  the  case  may  be,  first,  of  all 
liabilities;  second,  of  all  capital  stock  issued  before  the  effective  date 
of  title  I  of  the  Farm  Credit  Act  of  1955  held  by  cooperative  associa¬ 
tions  at  par,  all  class  A  stock  at  par,  and  all  class  B  stock  at  par ;  and 
third,  of  all  class  C  stock  at  par;  any  surpluses  and  contingency 
preserves  existing  on  the  effective  date  of  said  title  I  shall  be  paid  to 
-/lie  holders  of  outstanding  capital  stock  issued  before  the  effective 
date  of  said  title  I,  class  A  stock  and  class  C  stock  pro  rata,  and  any 
remaining  surplus  and  contingency  reserves  shall  be  distributed  to 
those  entities  to  which  they  are  allocated  on  the  books  of  the  bank. 

If  it  should  become  necessary  to  use  any  surplus  or  contingency 
reserves  to  pay  any  liabilities  or  to  retire  any  capital  stock,  allocated 
contingency  reserves  and  surplus  shall  be  exhausted  first  in  accord¬ 
ance  with  rules  prescribed  by  the  Farm  Credit  Administration.” 

(b)  For  purposes  of  applying  the  amendment  in  subsection  (a) 
of  this  section,  that  part  of  the  fiscal  year  1956  preceding  the  effective 
date  of  title  I  of  this  Act  and  that  part  of  such  year  following  said 
effective  date  shall  be  deemed  to  be  separate  fiscal  years. 

Sec.  104.  Section  31  of  the  Farm  Credit  Act  of  1933  is  amended  12  usc  1134s* 
to  read  as  follows: 

“Sec.  31.  Board  of  Directors  of  Central  Bank.— The  Central 
Bank  for  Cooperatives  shall  have  seven  directors.  Of  this  number 
four  shall  be  appointed  by  the  Governor  of  the  Farm  Credit  Admin¬ 
istration,  by  and  with  the  advice  and  consent  of  the  Federal  Farm 


Separation  of 
fiscal  years. 
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Credit  Board,  and  three  shall  be  elected  bv  the  regional  banks  for 
cooperatives  and  cooperative  associations :  Provided ,  That  the  terms 
of  office  of  directors  established  prior  to  the  effective  date  of  title  I 
of  the  Farm  Credit  Act  of  1955  shall  continue  through  the  thirty-first 
day  of  December  next  following  the  effective  date  of  said  title  I  and 
shall  expire  at  the  end  of  that  day.  Three  of  the  directors  appointed 
by  the  Farm  Credit  Administration  shall  be  appointed  for  terms  of 
one  year,  two  years,  and  three  years,  respectively,  as  designated  at 
the  time  of  appointment  and  the  fourth  appointed  director  shall  be 
appointed  for  a  term  of  three  years  and  thereafter  each  appointed 
director  shall  be  appointed  for  a  term  of  three  years.  Any  appointed 
director  may  be  removed  at  pleasure  at  any  time  by  the  Farm  Credit 
Administration.  The  Farm  Credit  Administration  shall  prescribe 
rules  and  regulations  for  the  nominations  and  elections  required  by 
this  section.  Sufficiently  in  advance  of  the  first  day  of  January  next 
following  the  effective  date  of  title  I  of  the  Farm  Credit  Act  of 
1955,  and  at  any  time  subsequent  tc  the  enactment  thereof,  the  Farm 
Credit  Administration  shall  take  all  action  necessary  in  order  to 
permit  the  elections  hereby  provided  and  shall  group  the  several/! 
farm  credit  districts  into  three  areas,  each  of  which  shall  be  com-' 
prised  of  four  contiguous  farm  credit  districts,  and  a  director  shall 
be  elected  from  nominees  from  each  of  such  areas  by  regional  banks 
for  cooperatives  of  the  area  and  cooperative  associations  of  the  area 
eligible  to  vote.  The  three  elected  directors  shall  be  elected  for  terms 
of  one  year,  two  years,  and  three  years,  respectively,  as  shall  be 
designated  by  the  Farm  Credit  Administration  and  thereafter  elected 
directors  shall  be  elected  for  terms  of  three  years:  Provided ,  That 
whenever,  as  determined  by  the  Farm  Credit  Administration,  the 
sum  of  the  capital  stock  and  subscriptions  to  the  guaranty  fund  of 
the  central  bank  held  by  persons  other  than  the  Governor  of  the 
Farm  Credit  Administration  on  behalf  of  the  United  States  and 
surplus  and  reserve  accounts  of  said  bank  shall  equal  or  exceed  66% 
per  centum  of  the  total  capital  stock,  subscriptions  to  the  guaranty 
fund  and  surplus  and  reserve  accounts  of  said  bank  as  of  the  date 
six  months  before  the  expiration  of  the  term  of  office  of  any  appointed 
director,  except  the  fourth  appointed  director,  whose  term  next  ex¬ 
pires,  the  successor  to  such  director  shall  be  elected  from  nominees 
for  a  term  of  three  years  by  regional  banks  for  cooperatives  of  the 
area  and  cooperative  associations  of  the  area  eligible  to  vote  on  a 
basis  of  areas  comprised  of  two  contiguous  farm  credit  districts  as 
designated  by  the  Farm  Credit  Administration.  Appointed  directors/ 
except  the  fourth  appointed  director  shall  continue  to  be  replaced' 
by  elected  directors  in  accordance  with  the  foregoing  provisions  until 
the  total  number  of  elected  directors  shall  be  six,  elected  one  from 
each  of  six  such  areas  comprised  of  two  contiguous  farm  credit  dis¬ 
tricts.  Whenever,  as  determined  by  the  Farm  Credit  Administra¬ 
tion,  the  sum  of  the  capital  stock  and  subscriptions  to  the  guaranty 
fund  of  the  central  bank  held  by  persons  other  than  the  Governor 
of  the  Farm  Credit  Administration  on  behalf  of  the  United  States 
and  surplus  and  reserve  accounts  of  said  bank  shall  not  equal  or 
exceed  66%  per  centum  of  the  total  capital  stock,  subscriptions  to 
the  guaranty  fund  and  surplus  and  reserve  accounts  of  the  banks 
as  of  the  date  six  months  before  the  expiration  of  the  term  of  office 
of  any  e'ected  director  whose  term  next  expires,  the  successor  to 
such  elected  director  shall,  if  the  number  of  elected  directors  then 
exceeds  three,  be  appointed  by  the  Governor  of  the  Farm  Credit 
Administration  by  and  with  the  advice  and  consent  of  the  Federal 
Farm  Credit  Board  for  a  term  of  three  years.  In  any  such  case  where 
only  one  additional  appointed  director  is  needed  in  order  to  increase 
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the  total  number  of  appointed  directors  to  four,  and  the  terms  of 
office  of  more  than  one  elected  director  next  expire,  the  F arm  Credit 
Administration  shall  designate  the  one  of  such  next  expiring  terms 
of  office  which  shall  be  replaced  by  the  additional  appointed  director. 

Any  vacancy  in  the  Board  whether  tilled  by  appointment  or  by  elec-  Vacanies. 
tion  shall  be  filled  for  the  unexpired  term  in  the  same  manner  in 
which  the  vacant  office  was  filled.  Each  regional  bank  for  coopera¬ 
tives,  each  cooperative  association  which  is  a  direct  borrower  from 
the  central  bank,  each  holder  of  one  or  more  shares  of  class  C  stock 
in  a  regional  bank  for  cooperatives  which  is  eligible  to  vote  under 
section  42  (a)  (3),  and  each  holder  of  one  or  more  shares  of  stock 
in  the  central  bank  or  any  regional  bank  for  cooperatives  issued 
before  the  effective  date  of  title  I  of  the  Farm  Credit  Act  of  1955 
which  is  eligible  to  vote  shall  be  eligible  to  vote  for  directors  of  the 
central  bank  and  each  such  holder  shall  be  entitled  to  one  vote  only 
without  regard  to  the  number  of  shares  held  in  any  one  or  more  of 
said  banks,  and  the  vote  of  any  such  holder  of  stock  in  more  than 
one  bank  shall  be  cast  only  with  respect  to  elections  in  the  area  in 
^yhich  is  located  the  main  office  of  such  holder.  Elected  directors 
lhall  have  been,  for  at  least  two  years,  residents  of  the  area  for 
which  they  are  elected.  No  person  shall  be  eligible  for  nomination, 
election,  or  appointment  as  a  director  if  such  person  has  -within  one 
year  next  preceding  the  commencement  of  the  term  been  a  salaried 
officer  or  employee  of  the  Farm  Credit  Administration  or  of  any 
corporation  operating  under  its  supervision.  Any  person  who  is  a 
member  of  the  Federal  Farm  Credit  Board  or  a  district  farm  credit 
board  when  appointed  or  elected  as  director  shall  resign  as  a  mem¬ 
ber  of  the  Federal  Farm  Credit  Board  or  the  district  board  before 
assuming  his  duties  as  director  of  the  central  bank.  No  person  who 
becomes  such  director  shall  be  eligible  to  continue  to  serve  if  he 
becomes  a  member  of  the  Federal  Farm  Credit  Board  or  any  district 
farm  credit  board  or  an  officer  or  employee  of  the  Farm  Credit  Ad¬ 
ministration  or  an  officer  or  employee  of  any  corporation  operating 
under  the  supervision  of  the  Farm  Credit  Administration.” 

Sec.  105.  Section  32  of  the  Farm  Credit  Act  of  1933  is  amended  12  usc  H34h. 
to  read  as  follows : 

“Sec.  32.  Powers  of  Board  of  Directors  of  Central  Bank. — The 
Board  of  Directors  of  the  Central  Bank  for  Cooperatives  shall  elect 
a  Chairman  and  a  Vice  Chairman  from  among  its  members.  The 
powers  of  the  Board  of  Directors  shall  be  such  powers  as  may  be 
"prescribed  in  the  charter  and  bylaws  with  the  approval  of  the  Farm 
^Credit  Administration:  Provided ,  That  said  Board  without  limita¬ 
tion  of  powers  conferred  by  section  60  shall  have  power,  subject  to 
approval  of  the  Farm  Credit  Administration,  to  appoint  and  fix 
the  compensation  of  the  chief  executive  officer  and  such  other  officers 
and  employees,  experts,  and  consultants  as  may  be  necessary  for  the 
efficient  conduct  of  the  bank’s  business :  Provided  further ,  That  the 
chief  executive  officer  of  the  bank  shall  not  be  an  officer  or  employee 
of  the  F arm  Credit  Administration.” 

Sec.  106.  Section  38  of  the  Farm  Credit  Act  of  1933  is  amended  12  usc  1134 j. 
by  adding  at  the  end  of  said  section  the  following  new  sentence: 

“After  the  effective  date  of  title  I  of  the  Farm  Credit  Act  of  1955  charter  amend 
any  amendment  in  the  terms  of  the  charter  issued  to  any  bank  for  merrts>  eto. 
cooperatives  and  any  regulation  issued  under  authority  of  this  section 
or  otherwise  affecting  lending  operations  of  any  such  bank  shall  be 
consistent  with  the  principle  that  the  central  bank  shall  make  loans 
only  in  cases  where  it  is  not  practicable  for  the  loan  to  be  made  by  a 
regional  bank.” 


Chairman  and 
Vice  Chairman 
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Effective  date 


Sec.  107.  Section  41  of  the  Farm  Credit  Act  of  1933,  as  amended, 
is  amended  by  adding  a  new  paragraph  as  follows : 

“Notwithstanding  any  other  provision  of  law,  any  officer  or  em¬ 
ployee  of  the  Farm  Credit  Administration  or  of  any  bank  for  coop¬ 
eratives  designated  to  act  as  custodian  of  collateral  securing  loans 
made  by  any  such  bank  to  any  cooperative  association  eligible  to  bor¬ 
row  therefrom  may,  in  accordance  with  regulations  of  the  Farm  Credit 
Administration,  act  at  the  same  time  as  custodian  of  collateral  secur¬ 
ing  loans  made  by  any  other  lenders  to  any  cooperative  association 
eligible  to  borrow  from  any  such  bank.” 

Sec.  108.  (a)  Section  33  of  the  Farm  Credit  Act  of  1933  is  amended 
by  striking  the  words  “Chairman  of  the  Board”  in  the  last  sentence 
of  said  section  and  substituting  in  lieu  thereof  the  words  “Board 
of  Directors”. 

(b)  Section  34  of  the  Farm  Credit  Act  of  1933,  as  amended,  is 
amended  by  striking  the  words  “Chairman  of  its  Board  of  Directors” 
in  the  first  paragraph  of  said  section  and  substituting  in  lieu  thereof 
the  words  “Farm  Credit  Administration”.  . 

Sec.  109.  Subsection  (a)  of  section  8  of  the  Agricultural  Marketing 
Act,  as  amended,  is  amended  to  read  as  follows: 

“(a)  Loans  to  cooperative  associations  made  by  any  bank  for  coop¬ 
eratives  shall  bear  such  rates  of  interest  as  the  board  of  directors 
of  the  bank  shall  from  time  to  time  determine  with  the  approval  of 
the  Farm  Credit  Administration,  but  in  no  case  shall  the  rate  of 
interest  exceed  6  per  centum  per  annum  on  the  unpaid  principal  of 
a  loan.” 

Sec.  110.  (a)  Section  65  of  the  Farm  Credit  Act  of  1933  is  amended 
by  striking  the  word  “regional15  in  the  first  sentence  of  said  section. 

(b)  Section  66  of  the  Farm  Credit  Act  of  1933,  as  amended,  is 
hereby  repealed. 

(c)  The  second  sentence  of  section  7  (a)  of  the  Farm  Credit  Act 
of  1953  is  hereby  repealed. 

(d)  Section  6  of  the  Act  approved  January  23,  1932  (47  Stat.  14), 
is  amended  bv  adding  immediately  following  the  comma  after  ihe 
word  “Act”  where  it  first  appears  the  following:  “the  Farm  Credit 
Act  of  1933”. 


Sec.  111.  This  title  shall  be  applicable  to  loans  made  before  its 
effective  date  from  the  date  on  which  they  may  be  changed  by  agree¬ 
ment  to  conform  hereto,  otherwise,  except  as  provided  in  this  title, 
such  loans  shall  be  treated  as  though  this  title  had  not  been  enacted^ 
Any  cooperative  association  owning  capital  stock  or  guaranty  funa 
credits  in  any  bank  for  cooperatives  issued  before  the  effective  date 
of  this  title  which  is  eligible  to  vote  shall,  as  long  as  such  eligibility 
continues,  be  entitled  to  vAe  to  the  same  extent  as  a  holder  of  class 
C  stock  which  is  eligible  to  vote;  any  cooperative  association  owning 
such  stock  or  guaranty  fund  credits  shall  be  entitled  to  have  such 
stock  or  credits  retired  as  though  this  title  had  not  been  enacted;  and 
any  such  association  may  with  the  consent  of  the  bank  have  such  stock 
or  credits,  if  it  is  found  eligible  to  own  class  B  or  class  C  stock,  con¬ 
verted  iii  whole  or  in  part  into  class  B  or  class  C  stock  or  equivalent 
guaranty  fund  credits:  Provided ,  That  any  bank  for  cooperatives 
with  the  approval  of  the  Farm  Credit  Administration  may  retire  at 
any  time  capital  stock  or  guaranty  fund  credits  issued  before  the 
effective  date  of  this  title  held  by*  any  cooperative  association  and 
may  hold  the  proceeds  of  such  retired  stock  or  guaranty  fund  credits 
as  security  for  any' indebtedness  of  the  association  to  the  bank. 

Sec.  112.  This  title  shall  take  effect  on  the  first  day  of  the  month 
next  following  one  hundred  and  twenty  days  after  its  enactment. 
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TITLE  II— PRODUCTION  CREDIT  SYSTEM 

Sec.  201.  Section  21  of  the  Farm  Credit  Act  of  1933  is  amended  by 
striking  out  of  the  fifth  sentence  the  words  “all  stock  shall  share  in 
dividend  distributions  without  preference”  and  substituting  therefor 
the  words  “Dividends  may  be  paid  on  class  A  and  class  B  stock  without 
preference  or  on  class  A  stock  alone,  as  the  board  of  directors  of  the 
association  may  determine”. 

Sec.  202.  Section  22  of  the  Farm  Credit  Act  of  1933  is  amended  to 
read  as  follows : 

“Sec.  22.  (a)  Each  production  credit  association  shall,  at  the  end 
of  each  fiscal  year,  apply  the  amount  of  its  earnings  in  excess  of  oper¬ 
ating  expenses  (including  provision  for  reasonable  valuation  reserves) 
during  such  fiscal  year,  first,  to  the  restoration  of  the  impairment,  if 
any,  of  capital;  and,  second,  to  the  establishment  and  maintenance  of 
a  surplus  account,  the  minimum  amount  of  which  shall  be  prescribed 
by  the  production  credit  corporation. 

“(b)  A  production  credit  association  may  pay  dividends  of  not  to 
^xceed  7  per  centum  per  annum  when  such  payments  are  approved  by 
/ne  production  credit  corporation  of  the  district  and  are  consistent 
with  policies  established  under  regulations  issued  by  the  Farm  Credit 
Administration.” 

Sec.  203.  The  amounts  in  the  guaranty  fund  reserve  and  the  reserve 
account  for  bad  and  doubtful  debts  of  each  production  credit  associa¬ 
tion  shall,  as  of  the  effective  date  of  this  title,  be  transferred  to  the 
surplus  account  of  such  association  established  pursuant  to  the  provi¬ 
sions  of  section  22  of  the  Farm  Credit  Act  of  1933  as  amended  by 
section  202  of  this  title. 

Sec.  204.  Section  23  of  the  Farm  Credit  Act  of  1933  is  amended  to 
read  as  follows: 

“Sec.  23.  Each  production  credit  association  shall,  under  such  rules 
and  regulations  as  may  be  prescribed  by  the  production  credit  cor¬ 
poration  of  the  district  with  the  approval  of  the  Farm  Credit  Admin¬ 
istration,  invest  its  funds  and  make  loans  to  farmers  for  general  agri¬ 
cultural  purposes.  Such  loans  shall  be  made  on  such  terms  and  con¬ 
ditions,  at  such  rates  of  interest,  and  with  such  security  as  may  be 
prescribed  by  the  corporation.  No  borrower  shall  be  indebted  to 
the  association  at  any  one  time  in  an  amount  in  excess  of  15  per 
centum  of  the  capital  and  surplus  of  the  association  unless  the  loan 
has  the  prior  approval  of  the  corporation,  or  in  excess  of  35  per 
^\entum  of  the  capital  and  surplus  of  the  association  unless  the  loan 
4lso  has  the  prior  approval  of  the  Farm  Credit  Administration. 
Borrowers  shall  be  required  to  own,  at  the  time  the  loan  is  made,  class 
B  stock  of  the  association  in  an  amount  equal  in  fair  book  value  (not 
to  exceed  par),  as  determined  by  the  association,  to  $5  per  $100  or 
fraction  thereof  of  the  amount  of  the  loan.  Such  stock  shall  not  be 
canceled  or  retired  upon  payment  of  the  loan  but  may  be  transferred 
or  exchanged  as  provided  in  section  21  of  this  Act.” 

Sec.  205.  The  last  sentence  of  section  63  of  the  Farm  Credit  Act 
of  1933  is  hereby  amended  to  read  as  follows :  “The  exemption  pro¬ 
vided  herein  shall  not  apply  with  respect  to  any  production  credit 
association  or  its  property  or  income  after  the  class  A  stock  held  in  it 
by  the  production  credit  corporation  has  been  retired,  or  with  respect 
to  the  Central  Bank  for  Cooperatives,  or  any  production  credit 
corporation  or  bank  for  cooperatives,  or  its  property  or  income  after 
the  stock  held  in  it  by  the  United  States  has  been  retired.” 


663. 


12  USC  1131e. 


12  USC  1131f. 


12  USC  1131g. 
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39  Stat.  360. 

12  USC  651-656, 
685,  659-664, 
711-723,  731- 
734. 


12  USC  691-698. 


12  USC  751-756. 


Sec.  301.  Sections  3,  7,  and  8  of  the  Federal  Farm  Loan  Act,  as 
amended,  are  amended — 

(a)  by  changing  next  to  the  last  paragraph  of  section  3  to 
read  as  follows:  “The  Farm  Credit  Administration  shall  pre¬ 
scribe  a  form  for  the  statement  of  condition  of  national  farm  loan 
associations  and  land  banks  under  its  supervision,  which  shall 
be  filled  out  by  each  such  association  or  bank  and  transmitted  to 
said  administration  as  required  by  it.”; 

(b)  by  changing  the  fifth  sentence  of  the  fourth  paragraph 
of  section  7  to  read  as  follows :  “He  shall  make  a  report  to  the 
Farm  Credit  Administration  as  required  by  it  upon  forms  to  be 
provided  for  that  purpose.”;  and 

(c)  by  deleting  the  last  sentence  of  section  8. 

Sec.  302.  The  last  paragraph  of  section  5  of  the  Federal  Farm 

Loan  Act,  as  amended,  is  repealed. 

Sec.  303.  Section  10  of  the  Federal  Farm  Loan  Act,  as  amended^, 
is  amended  by  adding  at  the  end  thereof  a  new  paragraph  as  followsf^ 
Reports  on  value  “Notwithstanding  any  other  provision  of  this  Act  to  the  contrar^ 
of  seourity,eto. subject  to  the  approval  of  the  Farm  Credit  Administration,  the  inves¬ 
tigation  and  the  written  report  or  reports  on  the  value  of  the  security 
offered  for  a  Federal  land  bank  loan,  which  otherwise  are  required 
by  this  section  to  be  made  by  land  bank  appraisers  appointed  under 
the  authority  of  section  3  of  this  Act,  may  be  made,  in  accordance 
with  appraisal  standards  prescribed  by  the  Farm  Credit  Adminis¬ 
tration,  by  any  person  (including  a  person  who  is  secretary-treasurer 
of  a  national  farm  loan  association)  designated  so  to  do  by  the  Federal 
land  bank  of  the  district;  a  Federal  land  bank  is  authorized  to  make 
a  loan,  if  otherwise' authorized,  on  the  basis  of  such  an  investigation 
and  report  by  a  person  so  designated;  and  a  loan  so  made  shall  be 
eligible  as  collateral  for  farm  loan  bonds  under  section  19  of  this 
Act,  if  otherwise  qualified  thereunder:  Provided ,  That,  within  one 
year,  the  land  bank  shall  obtain  a  written  report  on  the  security  for 
the  loan  by  a  land  bank  appraiser  appointed  under  section  3  of  this 
Act,  in  terms  and  form  prescribed  by  the  Farm  Credit  Administra¬ 
tion,  and  such  a  loan  shall  be  eligible  as  collateral  for  farm  loan 
bonds  thereafter  only  if  such  report  by  a  land  bank  appraiser  estab¬ 
lishes  that  the  security  meets  the  standards  prescribed  by  the  Farm 
Credit  Administration  for  a  land  bank  loan,  and  in  no  event  shalL 
any  such  loan  thereafter  be  carried  as  such  collateral  for  bonds  ^ 
more  than  65  per  centum  of  the  normal  value  of  the  security  as  deter¬ 
mined  by  such  land  bank  appraiser.  Except  as  otherwise  specifically 

f)rovided  in  this  paragraph,  all  provisions  of  this  Act  relating  to 
oans  made  through  national  farm  loan  associations  shall,  insofar  as 
applicable,  apply  with  respect  to  loans  made  on  such  investigations 
and  written  reports  by  such  designated  persons.” 

Sec.  304.  Section  12  of  the  Federal  Farm  Loan  Act,  as  amended, 
is  amended — 

(a)  by  changing  paragraph  “Fourth”  to  read  as  follows :  “Such 
loans  may  be  made  for  general  agricultural  purposes  and  other 
requirements  of  the  owner  of  the  land  mortgaged,  under  rules 
and  regulations  of  the  Farm  Credit  Administration.”; 

(b)  by  striking  out  the  period  at  the  end  of  the  second  sentence 
of  paragraph  “Fifth”  and  adding  the  following:  “;  and,  con¬ 
sistent  with  community  standards,  the  appraisal  may  also  reflect 
home  advantages,  and  the  availability  to  a  typical  operator  of 
the  property  of  earnings  from  other  dependable  sources  to  sup¬ 
plement  the  normal  earning  power  of  the  farm.”; 


12  USC  857. 


12  USC 
772. 


771, 
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(c)  by  striking  out  “the  raising  of  livestock”  wherever  it  ap¬ 
pears  in  next  to  the  last  sentence  of  paragraph  “Sixth”  and 
substituting  therefor  “farming  operations”  and  by  striking  out 
of  such  sentence  “Land  Bank  Commissioner”  and  substituting 
therefor  “Farm  Credit  Administration”;  and 

(d)  by  striking  out  “$100,000”  from  paragraph  “Seventh”  and 
substituting  therefor  “$200,000”  and  by  striking  out  of  such  sen¬ 
tence  “but  loans  to  any  one  borrower  shall  not  exceed  $25,000 
unless  approved  by  the  Land  Bank  Commissioner,”  and  sub¬ 
stituting  “but  loans  to  any  one  borrower  shall  not  exceed  $100,000 
unless  approved  by  the  Farm  Credit  Administration,”. 

Sec.  305.  Paragraph  “Nineteenth”  of  section  13  of  the  Federal  Farm 
Loan  Act,  as  amended,  is  amended  by  adding  at  the  end  thereof  a 
newT  sentence  as  follows:  “Such  a  deferment  may  be  permitted  for 
other  purposes  for  a  period  not  exceeding  five  years  under  regulations 
prescribed  by  the  Farm  Credit  Administration.”. 

Sec.  306.  (a)  That  part  of  section  23  of  the  Federal  Farm  Loan  Act, 
as  amended,  which  precedes  the  last  paragraph,  is  amended  to  read 
s  follows:  “Every  Federal  land  bank  shall  semiannually  carry  to 
eserve  account  a  sum  not  less  than  50  per  centum  of  its  net  earnings 
until  said  reserve  account  shall  show  a  credit  balance  equal  to  the 
outstanding  capital  stock  of  said  land  bank.  After  said  reserve  is 
equal  to  the  outstanding  capital  stock  10  per  centum  of  the  net  earn¬ 
ings  shall  be  added  thereto  semiannually  until  said  reserve  account 
shall  show  a  credit  balance  equal  to  150  per  centum  of  the  outstanding 
capital  stock  of  said  land  bank,  and  any  land  bank  having  a  credit 
balance  in  said  reserve  account  in  excess  of  150  per  centum  of  its 
outstanding  capital  stock  may  withdraw  such  excess  from  said  re¬ 
serve  account  with  the  approval  of  the  Farm  Credit  Administration. 
Whenever  said  reserve  shall  have  been  impaired  it  shall  be  fully 
restored  before  any  dividends  are  paid. 

“After  deducting  the  50  per  centum  or  the  10  per  centum  herein¬ 
before  directed  to  be  deducted  for  credit  to  reserve  account,  any  Federal 
land  bank  may  declare  a  dividend  or  dividends  to  shareholders  of  the 
whole  or  any  part  of  the  balance  of  its  net  earnings,  but  only  with  the 
approval  of  the  Farm  Credit  Administration. 

“The  reserves  of  land  banks  shall  be  invested  in  accordance  with  rules 
and  regulations  prescribed  by  the  Farm  Credit  Administration.” 

(b)  The  second  sentence  of  section  24  of  the  Federal  Farm  Loan 
Act,  as  amended,  is  amended  by  striking  out  the  period  at  the  end 
thereof  and  adding  the  following:  “until  said  reserve  account  shall 
4how  a  credit  balance  equal  to  50  per  centum  of  the  outstanding  capital 
stock  of  said  association,  and  any  association  having  a  credit  balance 
in  said  reserve  account  in  excess  of  50  per  centum  of  its  outstanding 
capital  stock  may  withdraw  such  excess  from  said  reserve  account  with 
the  approval  of  the  Farm  Credit  Administration.”. 

(c)  The  amendments  made  by  (a)  and  (b)  of  this  section  shall 
become  effective  on  the  next  January  1,  or  July  1  whichever  first 
succeeds  enactment  hereof. 

Sec.  307.  Section  601  (a)  of  the  Department  of  Agriculture  Organic 
Act  of  1944  is  amended  by  inserting  after  “Federal  land  banks,”,  the 
second  time  it  appears  therein,  “national  farm  loan  associations,” ;  by 
striking  out  “joint-stock  land  banks,”  wherever  it  appears  therein ; 
and  by  striking  out  the  period  at  the  end  thereof  and  inserting  “,  except 
that  the  amounts  apportioned  to  national  farm  loan  associations  shall 
be  assessed  against  and  collected  from  the  Federal  land  bank  of  the 
district  which  may  in  turn  collect  such  amounts  from  the  associations 
in  a  manner  approved  by  the  Farm  Credit  Administration.”. 
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TITLE  IV— MISCELLANEOUS  PROVISIONS 

Sec.  401.  (a)  Section  5  (b)  of  the  Farm  Credit  Act  of  1937,  as 
amended,  is  amended  by  changing  the  sixth  sentence  thereof  to  read 
as  follows:  “After  the  date  of  enactment  of  the  Farm  Credit  Act  of 
1955,  no  person  shall  be  eligible  for  election  or  appointment  to  mem¬ 
bership  on  said  Board  if  such  person  has  within  one  year  next  preced¬ 
ing  the  commencement  of  the  term  been  a  salaried  officer  or  employee 
of  the  Farm  Credit  Administration,  or  a  salaried  officer  or  employee 
of  any  corporation  operating  under  the  supervision  of  the  Farm  Credit 
Administration.”. 

(b)  Section  5  (d)  of  the  Farm  Credit  Act  of  1937,  as  amended,  is 
amended — 

(1)  by  substituting  “six  months”  for  “three  months”  wherever 
it  occurs  in  paragraph  (2)  thereof;  and 

(2)  by  adding  at  the  end  thereof  a  new  paragraph  as  follows: 

“(4)  As  directed  by  the  Farm  Credit  Administration,  the  election 

of  a  director  under  section  5  (d)  (2)  by  any  group  may  be  begun 
any  time  within  six  months  before  the  expiration  of  the  term  of 
office  to  which  the  director  is  to  succeed,  subject  to  the  required  detent 
mination  being  made  as  of  the  date  six  months  before  the  expiration 
of  such  term  of  office  that  a  director  so  elected  by  such  group  is  to 
serve  in  lieu  of  a  district  director  (or  third  district  director).” 

Sec.  402.  Section  4  of  the  Farm  Credit  Act  of  1953  is  amended — 

(a)  by  inserting  in  the  first  proviso  in  subsection  (a)  “all 
persons  so  tied  shall  be  considered  designated  as  nominees”  in 
lieu  of  “the  procedure  prescribed  therein  shall  be  followed  again 
until  the  tie  is  broken” ; 

(b)  by  inserting  before  the  period  at  the  end  of  the  second 
sentence  of  subsection  (b)  “,  except  that  one  full  term  of  six 
years  shall  be  considered  to  include  an  additional  four  months 
if  the  particular  term  is  one  which  was  legally  extended  for  an 
additional  four  months”;  and 

(c)  by  adding  the  following  additional  sentence  at  the  end 
of  subsection  (c)  :  “All  terms  of  office  which  otherwise  would 
expire  on  November  30  of  any  year  following  enactment  of  the 
Farm  Credit  Act  of  1955  are  extended  four  months  to  expire 
on  the  following  March  31  so  that  the  term  of  office  of  all  suc¬ 
cessors  to  the  terms  so  extended  shall  begin  with  the  first  day  of 
April.”. 

Sec.  403.  (a)  If  any  provision  of  this  Act,  or  the  applicatiq^ 
thereof  to  any  person  or  circumstance,  is  held  invalid,  the  remainder 
of  the  Act,  and  the  application  of  such  provisions  to  other  persons 
or  circumstances,  shall  not  be  affected  thereby. 

(b)  The  right  to  alter,  amend,  or  repeal  this  Act  is  hereby  expressly 
reserved. 

Approved  August  11,  1955. 
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